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RECENT ECONOMIC AND FINANCIAL PROGRESS 

IN GERMANY 

JOSEPH S. DAVIS 



GERMANY promptly accepted, under extreme 
pressure, the Allied ultimatum of May 5, 192 1, 
including the protocol drafted by the Reparation Com- 
mission fixing the indemnity and its terms of payment. 
The gross sum due on reparations account is set at 132 
billion gold marks, exclusive of the expenses of armies 
of occupation but inclusive of the Belgian war debt to 
the Allies (with interest from November n, 1918). 
Against this total various credits, to be determined by 
the Reparation Commission, will be allowed for (a) 
sums already paid in cash or in kind on reparations 
account — exclusive therefore of payments for ex- 
penses of armies of occupation or for foodstuffs and 
materials supplied to Germany with a view to develop- 
ing her capacity for making reparation; (b) sums proper 
to be credited in respect to state property in ceded ter- 
ritories; and (c) sums received from other former enemy 
powers properly credited to Germany. 

To the amount of the total indemnity, Germany is 
required to deliver to the Reparation Commission, on 
or before November 1, 1921, bearer bonds, free of all 
German taxes present and future, in such form and 
denomination as the Commission shall prescribe. These 
bonds are to be in three series. The first series of 12 
billion gold marks are to be dated May 1, 1921, and 
delivered by July 1, 1921; and will bear 5 per cent 
interest payable semi-annually and a 1 per cent annual 
sinking fund charge. The second series of 38 billion 
gold marks are to be issued November 1, 192 1, bearing 
the same interest and sinking fund charges from that 
date. Thus a total of 50 billion gold marks of German 
indemnity bonds will be outstanding within six months. 
The third series, of 82 billions, are to be delivered to the 
Commission by November 1, 1921, without coupons, and 
will be issued by the Commission as and when it is satis- 
fied that the annual payments required of Germany will 
meet the same interest and sinking fund charges on 
additional issues. 

To provide for interest and sinking fund payments, 
Germany is required to pay annually 2 billion gold 
marks, plus 26 per cent of the value of her exports or 
an equivalent amount determined in accordance with 
some other index of Germany's economic recovery which 
the Reparation Commission may accept. With the 
prior approval of the Commission Germany is to pro- 
vide for restoration of devastated areas, or the restora- 
tion and development of industrial and economic life, 
such material and labor as any injured Ally may re- 
quire; the value of such contributions to be determined 
by German and Allied appraisers. Surplus receipts from 
the German payments may be applied as the Commis- 
sion thinks fit, to paying simple interest at not over 2 J 



per cent from May 1, 1921 to May 1, 1926, on the debt 
unrepresented by bonds issued. 

The indemnity total is large; but in several respects 
the terms represent an accommodation to requests of 
German negotiators. Thus, the maximum figure is 
definitely fixed; the obligations to be issued at once, 
and the early payments required, do not exceed those 
offered by German representatives; the annual install- 
ments are to vary with Germany's capacity; the very 
issue of the third and largest series of bonds is dependent 
upon Germany's progress in ability to pay; provision 
is made for the utilization of German labor and material 
directly in the work of restoration of devastated regions; 
and representation of the United States and neutral 
powers on the new Committee on Guarantees is clearly 
anticipated. Furthermore, the beneficiaries of the in- 
demnity become definitely interested in Germany's 
economic recovery. 

This agreement upon reparation terms marks a turn- 
ing point even more important for Germany than the 
signing of the Treaty of Peace. It raises, moreover, the 
large question whether Germany will be able to fulfil 
the contract now signed under duress. It is therefore 
timely to survey Germany's economic and financial 
development since the armistice, and particularly dur- 
ing the past year of nominal peace, with special refer- 
ence to the future outlook. 

Reports of observers of German conditions during the 
past twelvemonth exhibit every shade of opinion from 
extreme pessimism to unrestrained optimism. In gen- 
eral the gloomiest pictures are painted by Germans or 
German sympathizers; while the reports that Germany 
is "the most prosperous country in Europe" come usu- 
ally from business men or politicians in countries lately 
at war with her. But even disinterested investigators 
find it difficult to arrive at a comprehensive, well- 
balanced, dispassionate view. On many points satisfac- 
tory information cannot be had. Much of that available 
appears contradictory; much is biased; still more is 
rendered exceedingly difficult of interpretation by the 
repercussions of extraordinary variations in foreign 
exchanges, commodity prices, wages, and security 
prices. Nevertheless, sufficient evidence is now at hand 
to warrant an attempt to reach a few broad conclusions. 

The present discussion is based chiefly upon the fol- 
lowing sources: 

(1) Official German statistics of budgets, public 
revenues, currency, coal production, and foreign 
trade. 

(2) German documents submitted to the Interna- 
national Financial Conference at Brussels (Octo- 
ber 1920), and reports of the later Brussels 
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Conference between German and Allied financial 
experts. 

(3) Three British public documents, published under 
the auspices of the Department of Overseas 
Trade, relating to conditions in Germany in 
December 1919 and December 1920. 

(4) The Annals of the American Academy of Political 
and Social Science, November 1920: "Social and 
Industrial Conditions in the Germany of To- 
day." 

(5) Statistics, supplementary data, and news items 
in such periodicals as the Supreme Economic 
Council's Monthly Bulletin of Statistics, the Swiss 
Bank Corporation's Financial and Commercial 
Review, the Economic Review, the London Econo- 
mist, the Federal Reserve Bulletin, and the Com- 
mercial and Financial Chronicle. 

In addition the writer has had access to a number of 
valuable unpublished studies of German conditions. 
Unfortunately, he has had no opportunity to visit Ger- 
many, and limitations of time and inaccessibility of 
material have rendered impossible the direct use of 
more than a very few German publications. 

A brief summary of Germany's economic condition 
and recent progress is presented in the first of the fol- 
lowing sections; in the later sections various significant 
phases are dealt with in some detail. 

I. SUMMARY OF ECONOMIC AND 
FINANCIAL POSITION 

The evidence presented and considered in the fol- 
lowing sections substantiates the view that Germany, 
while still far from normal, has made great strides in her 
economic readjustment and recovery. Pessimists dwell 
on the contrasts with pre-war days. Optimists stress 
the gains since the time of the armistice. Both aspects 
deserve emphasis. The situation is by no means satis- 
factory, but it has improved and is improving. As the 
British Commercial Secretary at Berlin wrote last De- 
cember: l "On looking back over the past two years 
and more particularly the year 1920, it is impossible 
not to be struck by the evidences of improvement in 
all departments of public and private life in Germany 
with one important exception and that is: — State 
Finance." 

The fiscal situation remains extremely bad. Revenues 
fall far short of meeting expenditures, even apart from 
reparation payments. Public works during the past 
year yielded only about 50 per cent of expenditures, 
leading to a deficit of over 19 billion marks. The for- 
mally acknowledged public debt has grown during 1920- 
21 by some 75 billion marks, entirely an addition to the 
floating debt. Tax collections and other receipts, al- 
though greatly increased in money terms, are still so 
ill-adjusted to present currency values that the tax 

1 J. W. F. Thelwall and C. J. Kavanagh, General Report cm the Industrial 
and Economic Situation in Germany, in December, 1920 (London, 1021), 



burden as a whole is below that of pre-war days. While 
some improvement in yields and some reductions in 
internal expenditures are in sight, drastic measures for 
reduction of expenditures and increases of revenues will 
be required to restore order in the public finances. 

The currency situation is not much better. Owing 
chiefly to the government policy of financing its post- 
war requirements by discounting Treasury bills at the 
Reichsbank, the currency has been radically inflated. 
In consequence, Germany has suffered in extreme de- 
gree from utter instability of wholesale and retail prices 
and foreign exchanges, rapid redistribution of wealth, 
unhealthy speculation in goods and securities, labor 
unrest, and serious readjustments in private finance. 
Yet recently some improvement is noticeable. The war 
loan bank notes are being retired; banks and private 
investors have absorbed a larger proportion of new 
Treasury bills; private demands for credit have slack- 
ened; and currency expansion has been curbed. Al- 
though a contraction of currency and deposits, rather 
than a mere arresting of expansion, would be normal in 
view of the decline in business activity and prices, the 
cessation of expansion for a period of several months 
must be regarded as a distinctly good sign. 

The banking situation is as satisfactory as can be 
expected. Despite suspension of specie payments, the 
flood of Reichsbank notes poured out in consequence of 
state borrowing, and large issues by the special war 
loan banks, the Reichsbank and great joint stock banks 
have continued to perform their ordinary functions 
with the unshaken confidence of their clientele, and ap- 
parently retain their preeminence in German industry 
and finance. They have followed the popular though 
unscientific policy of fixed low money rates, extending 
credit freely even in a period of unrestrained business 
expansion, and thus have intensified the inevitable cur- 
rency inflation. Until recently they have "carried 
along" firms of doubtful solvency; but in this respect 
a wholesome change of policy appears to be taking 
place. A significant development of the past two years 
has been the extension of international banking connec- 
tions by German banks and bankers. The consistent 
decline in the war loan bank notes during the past year 
presages their gradual abolition and the winding up of 
these banks. 

Wholesale prices, although still internally ill-adjusted 
and far out of line with world prices, have been adjust- 
ing themselves gradually in recent months toward a 
more normal relationship. They are likely to remain 
extremely high in terms of pre-war prices, and it is too 
early to hazard a guess as to the level at which they will 
be stabilized. In recent months, after falling since 
December i, they have averaged over fourteen times 
pre-war prices. 

Living costs are still much affected by fixed prices of 
many foodstuffs and of rentals. They vary greatly in 
different communities. In general they rose markedly 

p. 3. By contrast, see pp. 7, 25 of the Economic Survey of Certain Countries 
Specially Affected by the War at the Close of the Year igig (London, 1920). 
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during 1920, but since January 192 1 they have some- 
what declined. They are far out of line with wholesale 
prices, and reduction or elimination of government food 
subsidies and rental restrictions, important for Ger- 
many's public finances and housing development, will 
tend immediately toward higher costs of living. 

No formal measures for stabilization of the currency 
have been taken, and none are in early prospect. With 
a gold reserve of only 1092 million marks, and even that 
endangered by Allied demands, no early resumption of 
the gold standard can be anticipated, even upon a 
revised parity. It is obvious, nevertheless, that the 
recent developments in currency, prices, foreign ex- 
change, and public finance are indispensable prelimin- 
aries to any overt stabilization measures. In all these 
respects the position is much better than a year ago. 

In consequence of currency inflation, the uncertainty 
about the indemnity, international shifting of security 
holdings, current necessities of German nationals, and 
the speculative propensities of Germans and foreigners, 
rates of exchange on Germany have been peculiarly 
subject to fluctuation during the past year. The general 
tendency was sharply downward until February 1920, 
upward from then until June, and downward until 
December. In the past few months the rate has been 
remarkably stable by contrast, in the face of complica- 
tions over the indemnity which seemingly must affect 
Germany's current trade as well as her ultimate finan- 
cial position. This stability implies a weight of favor- 
able speculative opinion which must be respected, as 
well as an approach to a balance in Germany's inter- 
national receipts and payments. The rate is now much 
lower than relative prices in Germany and abroad 
would lead one to expect; if further currency expan- 
sion can be avoided, the outlook is promising for im- 
provement in German exchange, although the degree 
and rate of improvement are subject to innumerable 
influences and no considerable approach to pre-war 
parity can be anticipated. 

Speculation in securities by Germans and foreigners 
was rife in Germany in 1920. Security prices tended to 
vary inversely with exchange rates, thus reflecting the 
predominating influence of the exchanges on industry 
and private finance. Thus far in 192 1 this unwholesome 
factor has been of much less importance. In general, 
security prices rose during 1920, reflecting partly read- 
justment to new levels of money values, but also large 
industrial profits. These profits, while in considerable 
measure incident to price changes and success in tak- 
ing advantage of exchange fluctuations, reflect in part 
genuine business activity at profitable prices. 

New security issues have been taking place on a large 
scale. For the most part these new issues represent 
financial readjustments rather than genuine expansion. 
The readjustments, however, not only are essential 
under the modified currency and industrial conditions 
but reflect confidence in the future of Germany by 
German and foreign investors. 

The food position, so serious in 1918 and 1919, has 



considerably improved. Complaints of undernourish- 
ment have greatly diminished, and relief organizations 
have been able to reduce their operations. Statistics of 
live stock show a substantial recovery since the armis- 
tice and, allowing for territorial changes, numbers not 
far below those of 1913. The condition of the live stock, 
because of fodder shortage, is still markedly inferior to 
that in pre-war days; hence the meat and milk supply, 
in particular, remain abnormally low. This condition 
is being gradually remedied. Official statistics of cereal, 
fodder, and vegetable crops — which are notoriously 
unreliable — show a very moderate recovery since the 
armistice; imports of food and fodder are still required 
on a large scale. Although the restrictions upon food 
prices and the difficulty of obtaining phosphates persist 
as unfavorable factors, the present outlook is for nearly 
normal acreage, adequate supplies of labor and ma- 
chinery, and good crops in 192 1. Significant relaxa- 
tions of government control have already taken place, 
and more are in prospect; indeed, the abolition of 
almost the entire regime of food control may be ex- 
pected in the not far distant future. 

The output of coal and lignite, which fell off heavily 
in 1919, has considerably increased under pressure from 
the Allies and domestic requirements. The coal short- 
age — a serious handicap to German economic recovery 
during 1919 and 1920 — while not overcome, is dimin- 
ishing in importance. It is not generally understood 
that Germany's territorial losses, apart from the still 
unsettled question of Upper Silesia, have reduced Ger- 
many's coal requirements more than her production. 
Considering therefore her reduced military, naval, and 
shipping requirements, her present output, although 
below her pre-war output even within the same dis- 
tricts, leaves a large export surplus. A further improve- 
ment in the output is to be expected, except in Upper 
Silesia where international difficulties may seriously 
reduce it at least until the future of the region is defi- 
nitely settled. 

The iron and steel position is utterly changed as a 
result of the territorial losses and the ensuing change 
of ownership of mines, blast furnaces, mills, and facto- 
ries. The whole organization of the industry has under- 
gone a change. Temporarily this has reduced output. 
It seems likely to lead to a permanent change in em- 
phasis in German production, from bulk products to 
finished products. It has been accompanied by a re- 
alignment of industrial forces and extensive integration 
of industry under a few powerful leaders. The indica- 
tions are that the transition is nearly accomplished. 
Almost literally swords are being beaten into plow- 
shares and spears into pruning hooks; Zeppelin plants 
are manufacturing aluminum kitchen-ware. Inter- 
national connections have been extensively reestab- 
lished for procuring raw materials and disposing of 
finished products. While the industry is operating far 
below capacity its condition is not unfavorable con- 
sidering the general business situation. 

The railways, which deteriorated during the war and 
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the armistice, have gradually recovered something ap- 
proaching their pre-war physical efficiency. Even dur- 
ing the past winter, when inland water navigation was 
greatly reduced by unprecedently low water, deliveries 
of water craft under the Treaty, and high rates for 
water transport, complaints of transport shortage have 
been moderate. Resources for repairs and construction 
of rolling stock are adequate. Krupps have transformed 
their largest works into a railway equipment plant, and 
expect to do important export business as well as 
domestic. Readjustments of transport facilities to 
altered economic relationships are well under way. 
Financially the railways are in bad condition, since the 
government administration has been lenient in expand- 
ing the personnel and in maintaining rates and fares far 
below operating costs, as well as because of the terms on 
which the state railways were nationalized. The deficit, 
over 16 billion marks in 1920-21, may be reduced in 
1921-22 if currency inflation is held within bounds, but 
will not be eliminated unless drastic measures are taken. 

Germany's shipping outlook is distinctly brighter 
than it was a year or two ago. The confiscation of her 
tonnage leaves her without ships of her own in a period 
when freights and charter rates are exceedingly low 
and are likely to remain low. Her companies have 
therefore been able to avoid losses now common to 
shipowners and to regain a footing on favorable terms 
by chartering vessels and making arrangements with 
foreign shipowners for mutual service. Thus there is 
promise that Germany's shipping organization, ex- 
perience, connections, and personnel, instead of dis- 
integrating, will soon be largely utilized. With foreign 
ships available for purchase at low prices, extensive 
shipbuilding yards in good order, and adequate labor 
and materials, Germany is likely to reconstitute her 
merchant marine within a few years. Meantime, Ger- 
man industry stands to gain by the prevalent low 
freight rates and the abundance of shipping facilities. 

Inland water transport is temporarily handicapped 
by cessions of craft under the Treaty, competition of 
abnormally low railway rates, and extremely low water 
on the rivers. None of these is likely to be of lasting 
importance. Losses may readily be made good by new 
construction and the use of Dutch and other foreign 
craft, provided only the normal relationship between 
railway rates and water rates be restored. 

Germany's foreign trade is still far below pre-war or 
present normal figures. Yet the scanty data we have 
indicate a marked recovery in Germany's export trade. 
In December 1920, tonnage entrances with cargo at 
Hamburg, Germany's leading port, were 55 per cent 
of the 1 91 3 average, and clearances 49 per cent. The 
average in the second half of 1920, for which few trade 
figures are yet available, shows increases in tonnage 
entrances and clearances of some 70 per cent over the 
first half; figures for the last quarter are more than 
double those of the first. The balance of payments on 
merchandise account is still probably adverse to Ger- 
many, but the balance has certainly been shrinking. 



Government attempts to regulate exports and im- 
ports have been partially successful, and considerable 
revenue has been derived from export duties. Some re- 
laxations have taken place in recent months, and the 
control system seems to be gradually crumbling. But 
it is likely that the arrangements involved by the in- 
demnity payment will involve some formal restriction 
of imports, and control of exports and foreign exchange, 
for some years to come. 

German industries, which were so exceedingly short of 
essential raw materials in the year after the armistice, 
have succeeded in recent months in reconstituting their 
stocks, in quantities adequate to current requirements, 
on terms much more favorable than could have been 
expected early in 1920. Thus one handicap on economic 
activity is now largely removed. Moreover, German 
industries have been saved, for the most part, the shock 
and the loss incident to heavy price declines on large 
stocks of materials and finished goods. 

An impressive feature of the past year has been the 
integration of industries, complex realignment under 
leading personalities, and extensive interweaving of 
German and foreign interests. The movement con- 
tinues, although at a more moderate pace. It has taken 
place amid extravagant and often unwholesome specu- 
lation. Undoubtedly many of the new arrangements 
will require modification or abandonment. Broadly 
viewed, however, the movement seems to represent a 
bold and vigorous attempt to readjust German industry 
to post-war conditions in such a way as to utilize fully 
foreign capital in connection with German industrial 
and business capacity and experience. 

Unemployment was abnormally large throughout 
1920, and has been especially serious in recent months, 
yet it has been rather less than in other leading indus- 
trial nations. On the other hand, the general labor 
situation has greatly improved. Despite considerable 
unemployment, reduced standards Of living, and a fu- 
ture far from bright, labor is reported to have made 
great progress toward accepting the inevitably difficult 
conditions. Suggestions of a compulsory service year 
are made by responsible ministers without arousing 
protests. 1 

During the past few months the German industrial 
situation has worn a gloomy look. The world-wide in- 
dustrial reaction has at last reached Germany. The 
abnormal stimulus of inflation and falling exchange has 
been absent. The enforcement of the "sanctions" by 
the Allies has interfered with German trade. The 
danger of further postponement of the decision upon 
the indemnity has been a barrier to progress. Nearly 
every industry contributes its report of stagnation and 
distress. 2 Under the circumstances, the surprising thing 
is not the existence of this stagnation but the fact that 
it is no greater and that it has been unaccompanied by 
more serious economic and political disturbances. These 
conditions, although serious, are transitory. Germany 

1 Economist, November 6, 1920, p. 821, December 11, 1920, p. 1038; 
Thelwall and Kavanagh, p. 13. 2 Economist, April 23, 1921, p. 825. 
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has survived them in a manner which betokens con- 
siderable recovery of economic equilibrium. Indeed, 
the indications are that the general business depres- 
sion, affecting Germany in the midst of her peculiar 
readjustments, has had and is likely to have a less in- 
jurious influence than in countries less afflicted. The 
French experience of 1873 bids fair to be repeated. 

It is an exaggeration to say that the events of the 
war and the developments of the past two years have 
left Germany with a "perfect industrial machine." 
It is true, however, that Germany's industrial plant, 
apart from her railways, survived the war in good con- 
dition; that her business and banking organization 
came through essentially uninjured; and that the ap- 
parent chaos of 1919 and 1920 was mainly the disorder 
of a transition period involving readjustments of almost 
every kind, complicated by a world industrial crisis. 
Today it is safe to say that " German trade and industry 
are sound enough in themselves; their adaptability has 
seen them through the great hardships of two exceed- 
ingly difficult years, and as far as in them lay they have 
removed or surmounted the obstacles which impeded 
them." * Conditions are still far from normal, but the 
most critical period has passed without economic and 
social collapse. Agreement has been reached upon the 
indemnity issue; assuming gradual restoration of order 
in the public finances and a continuation of recent im- 
provement in the currency situation, Germany's funda- 
mental recovery should proceed at a satisfactory pace. 
It is too much to expect that Germany can pay the 
indemnity which the Allies demand without restricting 
for several years her consumption and capital expan- 
sion, and diverting her economic efforts from what 
would otherwise be their normal channels. Yet recent 
experience leads us confidently to expect a reasonably 
prompt adaptation to the new conditions and a continu- 
ous recovery from the distress and gloom of 1918-19. 

II. THE PUBLIC FINANCES 

Germany's public finances are unquestionably in very 
bad shape. Her revenues since the war have not covered 
even her ordinary expenditures. Her public works are 
run at a very heavy loss. Her public debt is huge, 
rapidly increasing, and certain to increase much more 
even apart from the indemnity burden. Two-thirds 
of the acknowledged debt is unfunded; attempts at 
funding and even at holding down the floating debt 
have failed. Far-reaching tax adjustments have been 
made, but they fell short of attaining budgetary 
equilibrium. Indeed, fiscal problems are probably the 
most serious that Germany now faces, and little progress 
has yet been made toward their solution. 

Relying confidently upon victory and indemnities 
receivable, Germany financed her war expenditures 
largely by 5 per cent war loans and by Treasury bills 
discounted at the Reichsbank or sold to other banks 
and to the public. Taxation was not materially in- 
creased until 1 91 7, and then very inadequately. As 



Table i. — German Imperial Revenues and 
Expenditures, 1914-19 * 

Millions of marks 



Fiscal year ending March 31 



1914 

i^S • 

1916 

i9 J 7 

1918 

Total 1914-18 

1919 (provisional). 

Total 1914-19 



Expendi- 
ture 



14,348 
31,207 

37,934 
62,762 

S7,8so 



204,101 
90,335 



294,436 



Revenue 



2,404 

1,777 
2,080 

7,97° 
7,392 



21,623 
9,753 



31,376 



Deficit 



11,944 
29,430 
35,854 
54,792 
50,458 



182,478 
80,582 



263,060 



Percentage 
of revenue 
to expen- 
diture 



16.7 

5-7 

5-5 

12.7 

12.8 



10.6 
10.8 



10.7 



* International Financial Conference, Paper No. IV (revised ed.), p. 167. 
Expenditures include deficits in imperial undertakings (railways, post- 
office, etc.) and extraordinary expenditures upon these undertakings. 

shown by Table i, less than n per cent of the expendi- 
tures in 1914-18 were covered by revenues. Practically . 
the same percentage holds good for 1919, when ex- 
penditures increased faster than revenues. Conse- 
quently, as shown in Table 2, the debt of the Empire 
increased by leaps and bounds. By March 31, 1920 it 
amounted to nearly 200 billion marks, as compared 

Table 2. — German Imperial Public Debt, 1914-21 * 
Millions of marks 



Date 
(March 31) 



1914 

1915 
1916 
1917 
1918 
1919 
I92O 
1921 



Consolidated 



9,497 
30,235 
50,326 

7i,9i5 
92,396 
91,084 



Floating 



7,218 

8,620 

18,697 

33,336 

63,696 

108,493 t 

183,349 



Total 



5,199 

16,715 

38,855 

69,023 

105,251 

156,092 

199,577 



* Data for 1915-19 from Annuaire General de la France et de TEtranger, 
1920-21, p. 741. 

f Including 3,149 millions of foreign debt. For its character, see Inter- 
national Financial Conference, Proceedings, iii, p. 25. 

with 5 billions six years earlier. Meanwhile the debt 
of the federal states had increased from 16,782 million 
marks to 34,723 millions. 2 The aggregate debt there- 
fore increased more than tenfold, from 22 billions to 234. 
Since the close of the war no important funded loans 
have been issued. 3 A venture with a premium loan, 

1 Thelwall and Kavanagh, p. n. 

2 International Financial Conference, Paper No. IV (revised ed.), p. 167, 
and Proceedings, iii, p. 25. 

3 As reported at the International Financial Conference (Paper No. IV, 
revised ed., p. 167) the funded war debt consisted, on December 31, 1919, 
of the following items, in millions of marks: 

(a) 5 per cent war loans, irredeemable before Oct. 1, 1924 72,375 

(6) Treasury bonds — s P er cent *>9°° 

4§ per cent 8,848 10,748 

(c) . Premium loan, with prize drawings, repayable within 

80 years 4,°°° 

87,123 
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1919-20, yielded so little that it was not proceeded 
with. Consequently, the continxoing deficits have been 
met principally by resort to Treasury bills. Further- 
more, 14 out of i6| billions of floating debt of the fed- 
eral states were assumed on April 1, 1920 in connection 
with the nationalization of the state railways; x and 
Treasury bills have been used to some extent in com- 
pensating German nationals for war losses and deliveries 
in kind. As shown by Table 3, the floating debt on 

Table 3. — German Imperial Floating Debt, 
Quarterly Since October 31, 1918 * 

Billions of marks 



Date 



I9l8 



1919 



1920 



192 1 



October 31 
December 31 

March 31 
June 30 

September 30 
December 31 

March 31 
June 30 

September 30 
December 31 

March 31 



Total 

floating 
debt 



108.5 
I32.I 
156.8 
169.6 

I83.3 



Treasury Bills Discounted 



Total 



48.2 

55-2 

63.8 

73-4 
80.6 

86.4 

91.6 
113.2 
138.2 
152-7 
166.3 



At the 
Reichsbank 



20.4 
27.2 

29.9 
33-* 

33-6 

41-3 
42.7 
45-0 



Outside the 
Reichsbank 



27.4 
28.0 

33-9 
40.3 
47.0 

45-i 

48.9 
68.2 



* International Financial Conference, Paper No. Ill (revised ed.), p. 63, 
supplemented by data from Federal Reserve Bulletin, April, 1921, p. 429, and 
Economic Review, March 4, 1921, p. 294. 

March 31, 1921 was 183 billions, of which all but 17 
were discounted Treasury bills. Adding the 91 billions 
of funded debt, we reach a total of some 274 billion 
marks of formally acknowledged imperial debt on 
March 31, 1921, compared with 200 billions a year 
previous. The increase, entirely in floating debt, was 
about 75 billion marks. 

Germany's budget system is not in good working 
order. During the past fiscal year repeated estimates 

Table 4. — German Imperial Budget Estimates for 
the Fiscal Year Ending March 31, 1921 * 

Billions of marks 





July 31 

IQ20 


Sept. 30 
1920 


Nov. 30 
1920 


Feb. 28 

IQ2I 


Estimated expenditures: 

Ordinary budget 

Extraordinary budget 
Railways and com- 
munications — net 
deficit 


27.7 

11.6 
16.0 


39-8 
37-7 

18.0 


39-9 
52.3 

18.0 


41.6 
62.3 

19.2 




Total 


55-3 
39-8 


95-5 
39-8 


1 10. 2 
39-8 


I23.I 
41.6 


Estimated revenue 


Estimated deficit 


15-5 


55-7 


70.4 


81.5 



* Thelwall and Kavanagh, p. 58; German memorandum on the report 
of the Allied experts on the German budget. 



have been made, each one larger than the other, with- 
out achieving anything final. Several estimates in cer- 
tain broad categories are summarized in Table 4. The 
latest estimate gave the requirements for the fiscal 
year 1920-21 as 123 billion marks. Toward this total, 
revenues were estimated to contribute enough to cover 
the ordinary budget of nearly 42 billions, leaving a 
deficit of over 80 billions. 

Besides these budgetary expenditures, commitments 
have been made for compensation to German nationals 
and the federal states, as follows (in billions of marks) : 2 

Compensation to private citizens and companies, for — 

Loss of commercial shipping 17.0 

Liquidation of German property abroad. . . . 90.0 

Arms surrendered 10.5 

War losses 13.5 

Total 131-0 

Due federal states, for 

Assistance given to war sufferers 14.5 

Railways transferred to the Empire 25.0 

Grand Total 170.5 

Only a small portion of these commitments has yet 
been discharged. Assuming that the revenues for 1920- 
21 come up to the final estimates, the existing public 
debt will be increased by perhaps 170 billions as a result 
of budgetary and other commitments to March 31, 
1 92 1. For part of these payments Germany will receive 
credit on her reparations bill, but the great bulk of the 
indemnity will be an additional burden. 

The initial estimates for the fiscal year 1921-22, now 
before the Reichstag, aggregate over 100 billions, dis- 
tributed as follows: ordinary, 47; extraordinary, 40I; 
railway and postal deficits, 14. 3 

Like most European countries, Germany is juggling 
with several groups of expenditures, separated by no 
clear lines of distinction. The ordinary budget contains 
a "permanent" and an "exceptional" section; there 
is an extraordinary budget larger than the ordinary 
budget; there are separate budgets for the railways and 
other public enterprises, from which only the net deficits 
figure in the budget proper; special classes of non- 
recurrent expenditures constitute a separate group. 
Moreover, the depreciation of the mark makes com- 
parisons difficult even between 1919-20 and 1920-21. 
Under these circumstances the study of Germany's 
public expenditures is a task for specialists, and a few 
general comments here must suffice. 

The expenditures for 1920-21 are probably not much 
underestimated at 123 billion marks. 4 This includes 
a net deficit of over 16 billions on the operation of the 

1 International Financial Conference, Paper No. IV (revised ed.), p. 167, 
and Proceedings, iii, p. 25. 

2 International Financial Conference, Paper No. IV (revised ed.), p. 167; 
Thelwall and Kavanagh, p. 57. 

3 Federal Reserve Bulletin, May, 1921, p. 561; Economic Review, May 6, 
1921, p. 462. 

* The London Economist, April 23, 1921, p. 825, reports a total federal 
expenditure to March 31 of 102 billion marks, including railway and postal 
deficits of 18 and interest on the public debt of 10. If these figures are cor- 
rect, some of the budgeted expenditures have undoubtedly been postponed. 



RECENT ECONOMIC AND FINANCIAL PROGRESS IN GERMANY 



i47 



nationalized railways, and 2 billions more on the postal 
service, telegraphs, and telephones. Subsidies to reduce 
the cost of living reach n billions. Interest on the 
public debt requires at least i2§ billions. Over 9 bil- 
lions represent payments to be made to the states and 
communes, in lieu of their surrender to the central 
government of taxing privileges previously enjoyed. 1 
Expenditures of the ordinary government departments 
are increased not merely because of the increase in sal- 
aries and cost of living bonuses, but because of the great 
expansion in personnel. It is stated that imperial pub- 
lic employees (exclusive of public enterprises) numbered 
804,000 in 1920 as compared with 603,000 in 1914. 2 
Military expenses remain high, partly because of the 
high cost of even a small volunteer army. 3 

While the expenditures have grown so huge, the recent 
increase in revenues must be remarked. In 1919-20 
they were under 10 billions. The latest figures reported, 
for the first ten months of the past fiscal year, show 
collections of 32! billions; and it is possible that the 
forecast of nearly 42 billions for the year will be real- 
ized. 4 In considerable measure this reflects merely 
higher money yields from ad valorem taxes, in conse- 
quence of the higher price level. Some credit, however, 
must be given to the extensive tax reforms instituted by 
Herr Erzberger and carried through with modifications 
by his successors. 5 

The latest detailed collection figures, covering the first 
eight months of the past fiscal year, may be summarized 
as follows (in millions of marks), in comparison with 
the estimates and with collections in the same period 
of the preceding year: 

Propor- Collections Collections 
tionate April-Nov. April-Nov. 
Group of taxes estimate 1920 1919 

Direct taxes 12,280 5,905 113 

Indirect taxes 3,267 2,892 1,191 

Customs and consumption taxes. . 6,098 6,132 2,141 

Export taxes 729 1,468 216 

Special war taxes 3,000 2,000 978 

Total 25,373 18,398 4,640 

Three-fifths of the revenues were expected from direct 
taxes, including the special war tax on increases of 
wealth. Export taxes were estimated to yield over a 
billion marks. The other leading taxes were customs 
duties, the turnover tax, and taxes on coal and tobacco. 
In the first eight months of the fiscal year 1920-21, 
tax collections were nearly four times those of 1919-20, 

1 International Financial Conference, Proceedings, iii, p. 28. 

2 L'Economiste Europien, April 15, 1921, p. 235, quoting Dr. Carl, director 
of imperial finances. 

3 International Financial Conference, Proceedings, iii, p. 27. "After 
allowing for the costs of administration, the expenditure on a soldier before 
the war amounted to 1200 marks; now it has risen to 24,300 marks " — a 
twentyfold increase, although wholesale prices have risen only fourteenfold. 

* Economist, March 19, 1921, p. 669. Detailed figures for the entire 
fiscal year, which became available only as this copy went to press, are 
summarized in a note on p. 165, below. 

6 International Financial Conference, Proceedings, iii, pp. .17, 28; Thel- 
wall and Kavanagh, pp. 12, 13. 

6 Journal of Commerce, May 14, 1921. 

7 Cf. International Financial Conference, Proceedings, iii, p. 28. 

8 See the article by J. Jastrow, in the Quarterly Journal of Economics, 
May, 1920; and articles in the German press cited in the Economic Review, 
December 3, 17, 1920, pp. 72, 112. 



but only three-fourths of current estimates. Direct 
taxes yielded less than half the amount estimated. The 
special war taxes yielded just two-thirds, but most of 
this consisted of arrears on old taxes. Export taxes 
yielded double the estimates, import duties three- 
fourths. The important coal tax was nearly as produc- 
tive as was anticipated, while most other consumption 
taxes exceeded expectations. The turnover tax was 
disappointing, yielding only one-third of the estimates. 
Since some of the direct taxes yield more heavily in 
the later months of the year, the figures for the entire 
year may tell a different story. It seems probable, how- 
ever, that the direct taxes and the turnover tax will 
prove distinctly less productive than was expected 
while the indirect taxes will be much more productive. 
This is the recent experience of France and Belgium, 
as well as Germany. German fiscal experts believe that 
they have reached or passed the productive limits in 
direct taxation; quite recently, indeed, income tax 
rates have been reduced in the interest of productive- 
ness. 6 

The large figures of current tax collections are im- 
pressive; yet one must recall that they are in paper 
marks. Wholesale prices in the eight months under 
consideration were over fourteen times the pre-war 
figures; tax receipts, after readjustments for ceded 
territories and the inclusion of revenues formerly col- 
lected locally, were certainly less than seven times the 
corresponding collections in 1913-14. 7 It is easy there- 
fore to exaggerate the German tax burden of the present, 
although it is well-nigh impossible to calculate it for 
comparison with other countries. On the other hand, 
the low real productiveness of the tax levies can hardly 
occasion surprise, in view of the unsettled business 
conditions, the novelty of certain taxes, and the "flight 
of capital" facilitated by the so-called "gap in the 
West." Even without new tax measures, the real yields 
should increase as business conditions improve and as 
the administration of the taxes is perfected. Falling 
wholesale prices, on the contrary, will result in lower 
money yields. At best, the task of adequately enlarg- 
ing the present revenues will seriously tax the genius 
of Germany's fiscal experts. More is to be expected 
from reducing government staffs and eHminating food 
subsidies and railway and postal deficits, than from 
ordinary fiscal measures. 

One extraordinary measure has lately been taken and 
another seriously considered. Collections of the emer- 
gency capital levy (Reichsnotopfer), originally payable 
in installments over twenty-five years and intended to 
cancel much of the outstanding debt, are to be "acceler- 
ated." Between February 1 and August 1, 1921 a special 
installment is to be called for, amounting to at least 10 
per cent of the fortunes liable and at least one-third of 
the total levy. The entire yield is likely to be absorbed 
in current expenditures. 8 Secondly, the issue of a 
forced loan has been proposed, with the support of the 
president of the Reichsbank, Dr. Havenstein, and the 
late finance minister, now chancellor, Dr. Wirth. The 
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late cabinet opposed this measure, and the accepted 
view has been that it would conflict with the emergency- 
levy and be inadequate to cope with the situation. 
The latest proposal, emanating from the Ministry of 
Economics, calls for a 20 per cent mortgage on real 
estate and a 20 per cent participation in business profits 
for an indefinite period; this has not yet been dis- 
cussed. 

III. CURRENCY, PRICES, AND COST 
OF LWING 

Currency. The inflation of the currency — a world- 
wide phenomenon during and since the war — has been 
more pronounced in Germany than in any other country 
of western Europe. The principal elements are sum- 
marized in Table 5. The Reichsbank note circulation 



Table 5. ■ 



German Note Circulation and Gold 
Reserves, 1914-21 * 

Millions of marks 



Date 



July 23, 

Dec. 31, 
Dec. 31, 
Dec. 31, 
Dec. 31, 
Dec. 31, 
Dec. 31, 
Dec. 31, 
Mar. 31, 



1914. 

1914. 

1915- 
1916. 
1917. 
1918. 
1919. 
1920. 
1921 . 



Circulation 


Reichs- 
bank 








Reichsbank 
notes 


War loan 
bank notes 


Total 


gold 
reserve 


1,891 




1,891 


1,357 


5>°46 


446 


5,492 


2,093 


6,918 


972 


7,890 


2,445 


8,°S5 


2,873 


10,928 


2,521 


11,468 


6,265 


17,732 


2,407 


22,188 


10,242 


32,43° 


2,262 


35,698 


13,781 


49,480 


1,090 


68,805 


12,033 


80,838 


1,092 


69,417 


10,168 


79,855 


1,092 



Percentage 
of gold 

reserve to 
circulation 



71.8 

38.1 

31.0 

23.1 

13.6 

7.0 

2.2 

1.4 

1.4 



* International Financial Conference, Paper No. Ill (revised ed.), 
Appendices I, II; Federal Reserve Bulletin and London Economist. 

increased rapidly at the outbreak of the war, and with 
special rapidity again in 1918. From less than 2 billion 
marks on July 23, 1914 it had risen to over 22 billions 
at the end of 1918. Moreover, the circulation of the new 
war loan banks (Darlehnskassen) had risen to 10 billions. 
The gold reserve, which at the outbreak of the war was 
nearly 72 per cent of the note circulation, constituted 
at the end of the war only 10 per cent of the Reichsbank 
circulation and only 7 per cent of the combined Reichs- 
bank and war loan bank notes outstanding. 

Other elements of paper currency were relatively 
unimportant. 1 But bank deposits in the Reichsbank 
and other banks, as shown below (in millions of marks), 

Deposits of Deposits of 

Date (Dec. 31) Reichsbank 8 " great banks " 

J 9i3 792 4,804 

x 9i4 i,755 S,32i 

1915 2,357 6,856 

1916 4,S6o 9,396 

*9*1-- 8,044 15,210 

1918 13,820 19,696 

!9*9 17,072 39,i4o 

1920 22,369 .... 

increased tremendously although not in the same pro- 
portion as the note circulation. 2 



Although in part this increase in circulation merely 
provided a substitute for metallic currency previously 
in use, it represents for the most part a forced expansion 
of the circulating medium irredeemable in gold, with- 
out any corresponding increase in transactions or eco- 
nomic values. 

The primary cause of this inflation was the financial 
policy of the government. Unwilling to impose heavy 
taxes, unable to raise necessary funds promptly and 
adequately by loans from current savings, the govern- 
ment obtained money at will by discounting Treasury 
bills at the Reichsbank in huge quantities. At the end 
of 191 7 the Reichsbank held over 14 billions, and a 
year later over 27 billions, of these discounted bills 3 
in return for which it had, in the main, issued its own 
notes or paid out war loan bank notes. The war loan 
banks, moreover, under the direction of the Reichsbank, 
issued notes in granting loans on collateral to public 
bodies as well as to private societies and individuals. 
The policy throughout the war was to maintain low 
rates for loans, public and private; thus borrowing was 
encouraged and the circulating medium expanded. 

After the war, in the face of decreased currency re- 
quirements because of territorial losses and business read- 
justments, the currency expansion proceeded at an even 
more rapid rate, again chiefly in consequence of the resort 
by the Treasury to loans from the Reichsbank. During 
1 91 9 the Treasury bills at the Reichsbank increased by 
50 per cent, and the note circulation in the same pro- 
portion. During 1920 the increase was even more rapid. 
At the end of 1920 the Reichsbank circulation was 
nearly 69 billions as compared with 35 the year before; 
and the combined Reichsbank and war loan bank cir- 
culation was 81 billions as compared with 49 a year 
earlier. The gold reserve, reduced in the year after the 
armistice by deliveries to the Allies, has constituted 
recently only 1.4 per cent of the outstanding circulation. 

Despite this unfavorable showing, there are certain 
encouraging features in the currency situation. In the 
first place, an increasing proportion of Treasury bills 
is being placed outside the Reichsbank, and it is pos- 
sible that even before the government is able to stop 
increasing its floating debt, the peak of advances by 
the Bank will have been passed. Secondly, the retire- 
ment of the war loan bank notes is in progress. They 
reached their maximum at the end of 191 8 and in 
April 1919 — like the British currency notes. Recent 
figures show a reduction of i| to 2 billion marks from 
the figures of corresponding months a year ago. In 
the third place, the Reichsbank circulation has almost 
ceased to expand. During the first four months of 192 1, 
except for two weeks at the end of March and the last 
week in April, the outstanding note issue has been be- 
low the maximum reached at the end of 1920, whereas 

1 International Financial Conference, Proceedings, iii, p. 29; Paper 
No. Ill (revised ed.), p. 51. 

2 Federal Reserve Bulletin, October, 1920, p. 1049, and Table 5, above. 
Reichsbank figures include small amounts of other demand liabilities. 

* Table 3, p. 146. The Reichsbank statements do not show these figures 
separately. 
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in the corresponding period of 1919 and 1920 continu- 
ous expansion was in order. While this change must 
be attributed in part to the business depression, it is 
undoubtedly due in large measure to a combination of 
favorable factors whose influence will persist. Although 
it is too early to expect that no further expansion will 
take place, today one can sanely hope that inflation has 
been definitely curbed. Careful observers will note that 
since the war loan bank notes are being reduced, a cor- 
responding increase in the Reichsbank circulation will 
not signify net currency expansion. 

Not all of the outstanding currency, it must be re- 
marked, is in monetary use, much less in active circula- 
tion. Some 8 billion marks are understood to have been 
redeemed in francs by the French and Belgian govern- 
ments in territories recovered after the armistice. It 
is estimated that at least 12 billions, and possibly con- 
siderably more, have passed into the hands of foreign 
speculators in marks. Much currency has been smug- 
gled out of Germany by German citizens. A good deal 
is believed to be hoarded by persons who wish to evade 
capital levies, or who think more unfavorably of its 
present purchasing power than of the future. To the 
extent that the currency is thus immobilized it does 
not figure in the effective currency inflation at the mo- 
ment, but it constitutes a highly important factor to 
be taken into account in forecasting the future of Ger- 
man currency, prices, and exchange. 

An examination of comparative balance sheets of the 
Reichsbank, as at the end of each year 1913-20/ 
yields- little 'of interest beyond the central facts of note 
circulation, deposits, and gold reserves. Legal reserve 
requirements have been complied with by swelling the 
holdings of war loan bank notes, which now constitute 
the great bulk of the so-called "reserve." Recent 
legislation has practically suspended the legal reserve 
requirements until 1923. 2 This will facilitate the re- 
tirement of the war loan bank notes and the winding 
up of these banks; it has no necessary bearing upon 
currency expansion or contraction. Silver holdings as 
such have been reduced, but the Bank now holds a 
large quantity of demonetized silver among its "sundry 
assets." Advances on collateral have apparently de- 
clined to a very small figure, though one cannot be sure 
that equivalents do not appear under another name. 
The reduction may be explained by the availability of 
the War loan banks to lend on such security. Securities, 
apart from Treasury bills, were reduced heavily early 
in the war; since then they have been gradually in- 
creasing, but today are less than half the pre-war hold- 
ings. Unfortunately the item of Treasury bills is not 
separately reported. Bills, checks, and discounted 
Treasury bills combined have increased fortyfold since 
the end of 1913. Deposits and current accounts in- 
creased nearly thirtyfold, in somewhat larger propor- 

1 Federal Reserve Bulletin, February, 1921, p. 261. 

2 Economist, April 16, 1921, p. 777. 

3 The International Labour Review, March, 1921, p. 68, cites an official 
German index number of wholesale prices covering the years 1913-21. 

4 See Table 8, below. 



tion than note circulation. It is of interest to observe 
that sundry assets have increased in larger ratio than any 
other item, and sundry liabilities are more than forty 
times the pre-war figures; both items have increased 
tremendously within the past two years. 

Prices and cost of living. In view of the currency ex- 
pansion, far exceeding in 1920 any increase in business 
activity, increases in commodity prices are not sur- 
prising. No pre-war index numbers have been con- 
tinued through the war in Germany. 3 Only recently the 
Frankfurter Zeitung has constructed a monthly index 
number of wholesale prices from the base date January 
1, 1920, which it has gradually revised to cover 77 com- 
modities — classified as (I) foodstuffs and agricultural 
products, (II) textiles, leather, etc., (Ill) minerals, and 
(IV) miscellaneous. This index, given in Table 6, shows 

Table 6. — Frankfurter Zeitung Index Numbers of 
Wholesale Prices in Germany, 1920-21 





Group 1 
Foodstuffs 


Group II 
Textfles, 

Leather, etc. 


Group III 
Minerals 


Group IV 

Miscella- 
neous 


All (77) 
commodi- 
ties 


Pre-war 


H.38 


3-67 


7-i5 


I2.0 


9.IO 


1920 Jan. 1 . . 


IOO 


IOO 


IOO 


IOO 


IOO 


Feb. 1.. 


119 


153 


145 


123 


131 


Mar. 1 . . 


126 


165 


163 


147 


147 


Apr. 1 . . 


135 


151 


135 


170 


145 


May 1 . . 


134 


"9 


133 


170 


156 


June 1. . 


128 


98 


no 


197 


134 


July 1.. 


I46 


94 


III 


I9S 


138 


Aug. 1 . . 


149 


97 


112 


194 


141 


Sept. 1. . 


I50 


103 


Il8 


193 


144 


Oct. 1. . 


iS3 


108 


124 


191 


146 


Nov. 1 . . 


165 


in 


I20 


199 


152 


Dec. 1. . 


177 


99 


117 


195 


1 S3 


192 1 Jan. 8. . 


154 


97 


I20 


189 


148 


Feb. 5. . 


144 


92 


113 


183 


136 


Mar. 5. . 


137 


87 


III 


182 


131 


Apr. 2. . 


136 


79 


"5 


l8o 


130 


May 1 . . 


i34 


79 


112 


I96 


130 



a rapid increase in prices in the first two months of 1920, 
when exchange collapsed, 4 and foreign prices were still 
rising; a moderate drop in May and June, when ex- 
change had risen and foreign prices were falling; an 
increase in the next four months, as exchange again fell; 
and a moderate decline since December 1, 1920. On 
April 2 and May 1, 1 921 the index stood at 130 per 
cent of the figure for January 1, 1920, lower than the 
lowest point registered in the interval, and comparing 
with high figures of 156 on May 1, 1920 and 153 on 
December 1. As will be noted, the decline occurred 
later and has thus far been much less in Germany than 
elsewhere. 

Current prices, however, are approximately 14 times 
the prices of June and July 1914. On January 1, 1920 
foodstuffs were 9 times, textiles and leather 27 times, 
minerals 14 times, and miscellaneous products 8 times 
the pre-war figures. During the past 16 months prices 
of miscellaneous products have increased most, and 
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foodstuffs next, while textiles and leather have dropped 
considerably. These movements, due in part to world- 
wide influences, have operated to bring prices of differ- 
ent groups of commodities more nearly into adjustment 
with one another. Textiles, however, remain much 
higher and foodstuffs considerably lower than other 
commodities. A continuance of these adjustments is to 
be expected. 

German domestic wholesale prices as a whole, by a 
very rough calculation, appear to be only about nine 
times American gold prices, whereas in international 
exchange the mark is worth only A of its gold par. 
This considerable discrepancy attests the relative eco- 
nomic isolation of Germany; and very considerable 
further adjustments in prices and exchange are in pros- 
pect as this isolation is reduced. 

As in other countries, retail prices in Germany have 
not responded closely to changes in wholesale prices. 
No standard measures of retail prices or the cost of 
living in Germany are yet available. Numerous indices 
have been prepared, but they differ widely in their re- 
sults. 1 The most comprehensive statistics give monthly 
index numbers of the cost of living in 17 German cities, 
based on a pre-war average. These show a general rise 
up to May 1920, when the average was 8f times the 
pre-war average. A gradual decline until September 
was followed by further increases culminating in Janu- 
ary 192 1 at a figure nearly 9I times the pre-war average. 
Later figures show a general but moderate decline. 
The cost of living appears in January 192 1 50 per cent 
greater than that of February 1920. While, therefore, 
during the past year the cost of living has risen as much 
as wholesale prices, and has fallen less from its maxi- 
mum, its increase as compared with pre-war figures is 
much less than the corresponding increase in wholesale 
prices. 

Various measures of price control are in force. The 
government still regulates rentals and prices of impor- 
tant foodstuffs and fertilizers, and coal. The great syn- 
dicates, some of them compulsory and semi-public in 
character, fix and alter prices of products produced by 
their members. Through the official export control 
agencies, export prices of certain groups of commodities 
are fixed or modified. All such controls are compara- 
tively inelastic, and they undoubtedly are materially 
hindering internal adjustments of prices today. 

IV. FOREIGN EXCHANGE, SECURITY PRICES 
AND PRWATE FINANCE 

Foreign exchange. The course of exchange has been 
one of the leading factors in the German economic situa- 
tion during the past two years. In part the resultant 
of currency and fiscal policies, of economic ups and 
downs, of political events and changing forecasts, it has 
necessarily entered into the calculations of German 
business men and been a vital element in domestic 
economic progress. 

During the war, as shown by Table 7, German ex- 



Table 7. — Rates of Exchange on Berlin in Leading 
European Neutral Centers, 1914-20 * 

Percentages of parity 



Date 


Amsterdam 


Stockholm 


Switzerland 


Dec. 31, 1914 

Dec. 31, 1915 

Dec. 31, 1916 

Dec. 31, 1917 

Dec. 31, 1918 

Mar. 31, 1919 

June 30, 1919 

Sept. 30, 1919 

Dec. 31, 1919 

Mar. 31, 1920 

June 30, 1920 


91.6 

71.5 
69-5 
76.4 
49.8 

38.O 

31.2 

19.9 

9.2 

6-3 
12.5 


98.7 
76.8 
64.6 

67-5 
48.4 

38.5 

33-2 
20.8 
10.7 

7-4 
13-5 


93-5 
79.8 
68.7 
69-S 
48-5 

36.8 

34-5 
21. 1 

9-3 

6.4 
11.6 



* Data from International Financial Conference, Paper No. Ill (re- 
vised ed.), Appendix IV. 

change fell to a considerable discount in neutral coun- 
tries. In the early part of 191 8 it was around 70 per 
cent of parity. From June onward it fell rapidly, but 
recovered on the eve of the armistice. In the last two 
months of 1918 it was about 50 per cent of parity. 

During 1919 and the first two months of 1920, coin- 
cident with the tremendous inflation of German cur- 
rency, the great increase in her floating debt, a great 
increase in imports, and the "flight of capital," ex- 
change well-nigh collapsed, as indicated by the quar- 
terly percentages of parity in Table 7. The decline 
continued almost uninterruptedly until the end of 
February 1920, when the mark was worth in neutral 
markets 45 to 6 per cent of parity. 

The course in recent months is shown most clearly 
in Table 8 of high, low, and average rates in New 
York, carried back to July 1919 for purpose of com- 
parison. It will be observed that in February and 
March 1920 a low rate of 1 cent per mark was 
almost touched, and the average in February was 
1.075 cents, 4! per cent of parity. From this low point 
the mark rose in four months to a figure more than 
twice as high. In the second half of 1920 it declined 
again. In the first quarter of 192 1 it has been somewhat 
higher again, around 6 per cent of parity. For several 
months the violence of the fluctuations has sensibly 
diminished. 

To explain adequately these gyrations is impossible. 
The collapse of 1919 was undoubtedly due in large 
measure to the domestic depreciation of currency aris- 
ing out of inflation, the tremendous influx of imports, 
secret purchases of foreign securities, and the internal 
disorganization of Germany. Unquestionably the de- 
cline was retarded by the willingness of foreign export- 
ers to accept paper marks in payment, extension of long 
credits, foreign purchases of German securities and of 
German-owned foreign securities, and foreign specula- 
tive purchases of paper marks. During 1920 these same 

1 Cf. Thelwall and Kavanagh, pp. 53-56; Federal Reserve Bulletin, 
April, 1921, pp. 428, 429, May, 1921, p. 559. 
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Table 8. — Exchange Rates in New York on Berlin, 
Monthly from July 1919 * 

Figures in cents per mark; par, 23.82 



Month 



1919 July 

August. . . 
September 
October. . 
November. 
December . 

1920 January.. . 
February. . 
March. . . . 

April 

May 

June 

July 

August. . . 
September, 
October. . . 
November. 
December. 

192 1 January. . . 
February . 
March 
April 



High 


Low 


Mean 


8.00 


6.25 


7.12 


6.25 


4.OO 


5-12 


4.60 


3-37 


3-99 


4-37 


3- 2 5 


3.81 


3-25 


2.10 


2.67 


2.60 


1.90 


2.25 


2.05 


1.09 


i-S7 


1.14 


I.OI 


1.07 


**7 


1.02 


1.29 


i-95 


1.42 


1.68 


2.94 


1.74 


2-34 


2-75 


2.23 


2.49 


1.65 


2.23 


2-44 


2.29 


1.92 


2.10 


2.03 


1.48 


i-75 


1.65 


1.29 


1.47 


i-S4 


1. 10 


1.32 


1.44 


1.26 


i-35 


1.81 


i-3i 


i-S6 


i-7S 


i-43 


i-S9 


1.66 


1.50 


1.58 


1.63 


1.38 


1.50 



Percentage 
of parity 



29.9 

21-5 

16.7 
16.0 

II. 2 

9.4 

6.6 
4-5 
5-4 
7-i 
9.8 
10.5 

IO.-2 

8.8 

7-4 
6.2 

5-5 

5-7 

6-5 

6.7 
6.6 
6.3 



* Data from Federal Reserve Bulletin and Commercial and Financial 
Chronicle, 

factors have doubtless figured more largely than in 1919, 
while the unfavorable factors have been favorably modi- 
fied: exports have increased and imports somewhat 
declined, internal disorganization has been partially 
overcome, and the expansion of currency, in view of 
the expanding business, has been relatively less pro- 
nounced. 

By a decree of February 8, 191 7, all dealings in foreign 
exchange were confined to the Reichsbank and a few 
leading firms of high standing, and were subject to cer- 
tain restrictions in the public interest. During 1919, 
owing to the impossibility of maintaining an effective 
frontier control, it became impossible to enforce this 
decree, and it was formally abolished on September 11, 
1919. Meanwhile, on November 30, 1918 a decree was 
promulgated requiring that drafts should be sent, and 
foreign credits given, to foreign countries only through 
the medium of banks and after notice to the tax au- 
thorities; this was followed up by the law of Septem- 
ber 8, 1919, similarly designed to prevent the "flight of 
capital." * Neither of these has been effective. 

The Reichsbank has continued, however, to exercise 
a measure of control over exchange, obliging exporters, 
through the government control officers, to place their 
exchange at its disposal. It purchases long-dated trade 
bills; by authority of the Bank Law of December 191 9 
it executes time bargains in exchange; through its 
purchases and sales it endeavors to moderate exchange 
fluctuations. Recently, with its approval, time bargains 



in foreign exchange have been authorized to be dealt 
in on the leading Stock Exchanges, in the interest of 
modifying fluctuations and particularly to facilitate 
"hedging" by merchants. The influence of all these 
measures upon the general course of exchange may 
easily be exaggerated; but the continuance of the con- 
trol is to be expected perhaps as long as important 
indemnity payments are to be made. 

Security prices. The Frankfurter Zeitung has been 
publishing index numbers of German security prices for 
selected dates in 1919 and 1920, and weekly or oftener 
in 192 1. Aggregates are taken of prices of (a) 25 lead- 
ing banking, industrial, and shipping stocks, (b) 10 
leading bonds, and (c) all 35 securities. These are 
further expressed as percentages of the respective 
aggregate prices for January 2, 1920. Such an index is 
quite crude. Nevertheless, the material, of which an 
incomplete presentation is given in Table 9, justifies 
certain broad conclusions. The most striking features 
are, first, the violent fluctuations inverse to movements 
of exchange, and, second, the marked general rise in 
1920. 

Table 9. — Frankfurter Zeitung Index Numbers of 
German Security Prices, Monthly 1920-21 * 





Percentages 


or Quotations for Jan. 2, 1920 












25 stocks 


10 bonds 


Total 


1919 September 1 


70 


99 


73 


1920 January 2 


IOO 


IOO 


IOO 


February 1 


139 


120 


137 


March 1 


158 


145 


iS7 


April 15 


141 


122 


139 


May 3 


135 


114 


133 


June 1 


109 


105 


109 


July 1 


Il8 


106 


117 


August 2 


114 


107 


140 


September 4 


152 


123 


148 


October 2 


165 


123 


160 


November 6 


l8l 


143 


177 


December 4 


184 


136 


178 


December 13 


197 


130 


190 


192 1 January 8 


202 


132 


194 




1 S3 


121 


149 


March 5 


1S8 


118 


153 


April 2 


169 


117 


163 



* Based upon aggregates compiled from the Frankfurter Zeitung, the 
Economic Review, and the London Economist. 



Prices of securities reached a peak on March i, 1920, 
at a point nearly 60 per cent higher than the figure for 
two months earlier, and more than double the prices of 
September 1, 1919. This rapid rise in security prices 
coincides with the sharp decline in the exchange value 
of the mark, which was 8.7 per cent of par on December 
31, 1919, 19 per cent of par on September 30, 1919, and 
4.2 per cent on February 28. The improvement in mark 
exchange after the first of March coincides with a rapid 
decline in security prices, which reached a low point on 

International Financial Conference, Proceedings, iii, pp. 33, 34. 
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June i at less than 10 per cent above the figures for 
January 2. From this time also the mark again de- 
clined and security prices rose. The top of the next 
rise in security prices was reached January 8, 192 1, at 
194 per cent of the figure a year earlier. The low point 
of mark exchange was reached slightly earlier, in No- 
vember, but the figure for January 8 was not much 
higher. From early in January 1921, security prices 
declined, with especial rapidity upon the news of the 
Paris decisions early in February. Subsequently they 
recovered much of this decline; and in March arid April 
they were remarkably steady and firm. 

The German correspondent of the London Economist, 
who frequently cites the Frankfurter Zeitung figures, 
reported early in 1921 : x 

The attitude of stock speculators at the beginning of the year 
is pronouncedly optimistic, this being based on the ever-aggra- 
vated condition of the finances, the expected French demand for 
more coal, the unpleasant new year's notes from the Entente, 
and other factors which, directly or indirectly, make for worse 
inflation and a lower mark exchange. An optimistic cable, re- 
porting an English statement that Germany was doing her best 
to fulfil her obligations, and that no ground lies for French oc- 
cupation of the Ruhr district, produced, an observer belonging 
to the Berlin Tageblatt noted, extreme depression. 

To this inverse relationship between exchange rates 
and security prices there are occasional exceptions and, 
in recent months especially, the connection seems to be 
broken at least temporarily. Thus in November and 
December 1920 both exchanges and security prices rose; 
while in January 1921 security prices fell heavily and 
exchange remained strong. But the general rule is clear. 

Such a topsy-turvy relationship calls for explanation. 
The basic reason appears to be that wages, freight rates, 
and numerous other domestic costs of production 
change much less rapidly than exchange rates. Hence 
a decline in the exchange enables exporters to realize a 
larger number of marks for a given quantity of goods, 
while their costs do not rise correspondingly. On the 
other hand, a rise in exchange reduces their returns in 
marks without any offset in reduced costs. Hence in- 
dustrial profits, at least in the exporting industries, and 
indirectly in other industries as well, tend to vary in- 
versely and violently with rates of exchange. It is the 
judgment of close observers of the German industrial 
situation that exchange rates have been the most im- 
portant single factor in German prosperity in 1920. 

Furthermore, foreign dealings in German-owned se- 
curities have contributed to this inverse relationship. 
A heavy decline in the mark has frequently stimulated 
foreign purchases in Germany tending to raise the 
security price level and to check the decline of the mark 
or to reverse it. A rise in exchange, on the contrary, 
tends to remove this stimulus. 

1 January 13, 1921, p. 89. 2 Economist, January 13, 1921, p. 89. 

3 Ibid., October 9, 1920, p. 553. 

4 See below. Details of German security issues during 1920 may be 
found in the Journal of Commerce, April 1, 1921. 

5 Economist, January 3, 1920, p. 13, December n, 1920, p. 2038; Statist, 
September 18, 1920, p. 463. 



Another important explanation lies in the fact that 
many factors operating to lower exchange operate also 
to raise domestic prices, and vice versa. Hence com- 
panies producing for home consumption find them- 
selves gainers by rising prices, losers by falling prices. 
In particular, in so far as companies have a clear equity 
in physical goods whose money value is rising, or have 
obligations payable interest and principal in money, 
they stand to gain by any rise in the price level and to 
lose by a fall. Many companies have paid off obliga- 
tions incurred on a much lower price level, hence have 
increased shareholders' equities at small cost. Much 
of the increase in security values represents merely a 
readjustment of paper security prices to increased paper 
equities owing to outright ownership of valuable phys- 
ical assets. 

These and similar factors have been operative during 
the past two years in other countries than Germany; 
but in no other important country have they figured 
so heavily in the industrial situation. 

Over the year 1920 as a whole, German security prices 
rose considerably. The index figures reveal a doubling 
of the prices of representative stocks, and an increase 
by one-third in the prices of typical bonds. Individual 
securities, of course, show considerable variations. 2 In 
general it appears that oil stocks have risen most, and 
that iron stocks more than doubled, while banking, 
shipping, and other securities rose rather less. Early 
in October, before the culmination of the rise, it was 
remarked that out of 581 industrial, mining, and ship- 
ping stocks, only 12 were quoted under par, and only 
73, which include nearly all of the banks, under 200. 3 
Undoubtedly the increases would have been the more 
considerable had not many stocks been "diluted" by 
stock dividends or new issues at less than market 
values. 4 

Speculation has been rampant in 1919 and 1920, both 
in exchange and in securities. At times the Berlin 
Bourse has had to close for three or four days a week to 
enable the banks to keep abreast of the business. The 
instability of the currency and the exchanges, uncer- 
tainties as to the peace settlement, the combination 
movement, and the prospects of special dividends 
and new financing have all furnished fuel to specula- 
tive flames. Other important contributing factors have 
been the accumulation of liquid assets by well-to-do 
classes owing to compensation for private property 
seized or surrendered, or to sales of property, especially 
industrial undertakings in occupied or ceded territo- 
ries, and realizations upon foreign securities owned in 
Germany. 5 Most of these disturbing influences have 
now moderated, and the present year shows distinctly 
less speculation than the two preceding ones. 

Private finance. Examination of company reports 
issued during the past fifteen months shows generally 
large dividends in cash and stock, liberal appropriations 
for reserves, and heavy new issues of securities at prices 
averaging well above par but much below market 
value and therefore equivalent to disguised stock 
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dividends. The improvement, relating as it does to the 
preceding fiscal year, seems to have been continuous. 
Judging, however, from the forecasts expressed in the 
reports issued during the past six months, the outlook 
for the present year is distinctly less favorable. 1 

The year 1920 has been noteworthy for business ex- 
pansion, at least when judged by the usual criteria. 
New joint stock and limited liability companies have 
been formed in increasing numbers. 2 From October 
1918 to August 1919 the expansion was slight; new 
capital issues averaged only 52,700,000 marks a month, 
which, considering the currency depreciation, was much 
smaller in reality than it seems in comparison with 
averages of about 100 millions a month in 1913, 1914, 
and 1917. From September 1919 on, however, a marked 
change appeared. The average for the next fifteen 
months was over 600 million marks. In June and July 
1920 the issues exceeded a billion marks each month. 3 
These figures are large even after making allowance for 
the reduced purchasing power of the mark. Table 10 

Table 10. — New Issues of Industrial Securities 
in Germany, 1919-21 * 

Millions of marks 



Period 


Ordinary 

shares 


Preference 

shares 


Debentures 


Total 


1919 4th quarter 

1920 ist " 

2nd « 

3rd " 

4 th " 

1921 ist " 


1,157 

1,863 
2,26o 

I,l65 
2,699 


353 

179 

149 

284 

1,156 


388 

352 

359 
661 

387 


1,898 

2,394 
2,768 
2,IIO 
4,242 

4,753 


1020 Tuly 


359 
3^3 
443 
5" 
i,i75 
1,013 


7 
264 

13 

80 

299 

777 


240 
374 
47 
61 
100 
226 


606 


August 


1,001 


October 


403 
652 

i,574 
2,016 

i,SSi 

2,393 

809 


1021 Tanuarv 


February 

March 





* Compiled from the Economist, Economic Review, and other sources. 

summarizes estimates by Stenger, Hoffman & Co., Ber- 
lin-Essen, of issues of industrial securities by quarters 
since October 191 9. It will be noted that the issues in 
the six months ending March 31, 1921 are stated at 
about 9 billion marks, about as much as in the entire 
preceding year. February 1921 appears to be the lead- 
ing month, with issues larger than any quarter until late 
in 1920. Ordinary shares predominate strongly, but in 
August 1920 and more recent months preferred shares 
have played an important r61e, owing largely to the dis- 
tribution of rights in such a way as to facilitate foreign 

1 Thelwall and Kavanagh, pp. 4-7, 32, 33; Economist, April 23, 1921, 
p. 825; London Times. Trade Supplement, April 16, 1921. 

2 Wettwirtschaftliche Nachrichten, March 2, 1921, p. 2264. 

3 Swiss Bank Corporation, Financial and Commercial Review, 1920. 



investments. In the face of these huge issues, savings 
bank deposits continue to show net increases, as re- 
flected in Table u, of 5 billions or so a year. 

Inferences from these facts must be cautiously drawn. 
Certainly industrial concerns have made large money 
profits, despite industrial and financial handicaps and 

Table ii. — Net Increases in German Savings 
Bank Deposits, 1918-20 * 

Millions of marks 





Actual Figures 


Cumulative Figures 




1018 


1019 


1920 


1018 


1919 


1920 


ist 

2nd 

3 r d 

4th 


22SO 

1400 

1500 

—400 


2450 

950 

1700 

— 200 


-360 
3700 
2300 


22SO 
3650 
5I50 
4750 


245° 
3400 
SIOO 
4900 


-360 
3340 
5640 



* Summarized from the Economic Review, December 20, 1920, p. 133, 
and London Economist. 

tax requirements. Certainly, too, these profits look 
much larger than they are in reality. In great measure 
the expansion is merely nominal — stock dividends or 
issues on easy terms to stockholders to permit money 
profits to be distributed on a larger money base, and to 
make the capitalization correspond more nearly to the 
current money value of the assets. Furthermore, in- 
dustrial financial readjustments — reorganizations, fu- 
sions, rearrangements of interests, establishment of new 
communities of interest, opening opportunities to 
foreign investors — have occasioned new capital issues 
without requiring corresponding investment of new 
savings. Part of the increases have been necessitated by 
increased requirements for working capital. Only a 
small part of the new issues represent actual new in- 
vestments in expansions of plant. In short, one must 
not infer from these developments that Germany is 
passing through a period of unexampled prosperity. 
On the other hand, the readjustments reflect reorgan- 
ization not disorganization; and in the midst of an ex- 
ceedingly difficult and unwholesome currency and fiscal 
situation they seem to indicate adaptability rather than 
degeneration. 

Bankruptcies. Statistics of the number of business 
failures, compiled monthly by Die Bank, are summar- 
ized by quarters in Table 12. They show a rapid in- 

Table 12. — Number of Business Failures in Germany, 
Quarterly, 1913-14, 1918-21 * 



Quarter 


1913 


1914 


1918 


1919 


1920 


192 1 


ist 

2nd 

3rd 

4th 


2669 

2557 

2201 
2222 


2427 
2060 
1608 
1643 


237 
217 
160 
190 


276 
26l 
230 
230 


212 
243 
399 
448 


728 


Total 


9649 


7738 


804 


997 


1302 





* Condensed from data of Die Bank, in Swiss Bank Corporation Com- 
mercial and Financial Review, 1920. Latest figures from London Economist. 
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crease in bankruptcies since the middle of 1920. During 
iqiq the average was 83 per month and the range per 
month was from 67 to 97. During the first five months 
of 1920 the average was about 70 failures a month. In 
December the number had reached 155, and the average 
for the last six months of 1920 was about 140 a month. 
For the past 15 months each quarter shows a larger 
number. In the first quarter of 1921, 728 failures were 
reported. While this increase is significant, the number 
of failures is still a small fraction of the failures in 1913, 
when the monthly average was 807. It probably reflects 
some financial strain, and a willingness on the part of 
the government and the banks to allow concerns to 
fail which during the war were carried along. 

V. LIVE STOCK, AGRICULTURE, AND THE 
FOOD SUPPLY 

Live stock. Official figures of German live stock since 
1913, as set forth in Table 13, show extremely heavy 
reductions in swine, which on December 1, 1918 had 
fallen to 40 per cent of the number five years earlier. 
On the other hand, cattle and sheep had declined but 
moderately and goats had actually become more num- 

Table 13. — German Live Stock According to 
Official Censuses, 1913, 1918-20 

Thousands of head 



Date 


Horses 


Cattle 


Swine 


Sheep 


Goats 


Dec. i, 1913 . . 


4,523* 


20,994 


25,659 


5,521 


3,548 


Dec. 4, 1918 . . 


3.493 


18,095 


IO,545 


5,382 


4,426 


New Frontiers: 












Dec. 4, 1918 . . 


2,978 


16,448 


9,227 


4,905 


4,021 


Sept. 1, 1919 . . 


3,523 


16,388 


",I73 


5,791 


4,660 


Dec. 1, 1919 . . 


3,468 


16,298 


11,469 


5,356 


4,052 


Sept. 1, 1920 . . 




16,904 


14,269 


6,630 


4,875 



* December i, 1921. 

erous. These results ensued in the main from definite 
government policies. The slaughter of swine was en- 
couraged because they tended to consume food suitable 
for the population and because the numbers could more 
easily be replenished. Sheep were prized for their wool 
and manure. The goats were easy to feed and their 
milk served as a substitute for cow's milk. 

In the last three years the live stock position has 
been improving. Most classes of live stock were more 
numerous on December 1, 1918, than the year before. 
All classes except cattle increased in numbers during 
1919, and all classes without exception in 1920. Swine 
and sheep show an especially rapid growth during the 
last two years, and sheep are now actually more num- 
erous in the new boundaries than in the whole of Ger- 
many in the latter part of 1913. The failure of cattle 
to increase as much is due partly to the slower breeding 
process and in considerable measure to the delivery of 
some 360,000 head to Belgium and France on reparation 



account. It is estimated that the number of head of 
live stock per iooo population, before the war and in 
1920, compares as follows: 

Pre-war 1920 

Horses 60 58 

Cattle 313 282 

Milch cows 152 133 

Swine 383 238 

Sheep 82 no 

Goats 52 81 

If this is correct, the net reduction is not serious except 
in swine where it may be made up most quickly. Inas- 
much as the present Germany is, on the whole, less of 
an agricultural country than was the case within its 
pre-war boundaries, the statistical position seems fairly 
good. 

The actual recovery in numbers is probably greater 
than the apparent one. While the pre-war censuses may 
be regarded as fairly accurate, today the tendency is 
strong to falsify declarations with a view to evading 
taxes and restrictions. There is reason to believe that 
this has occurred in considerable degree, especially with 
respect to poultry and in lesser degree with respect to 
more important animals. Upon the other hand, the 
genuine improvement is exaggerated by mere statistics 
of numbers. While there are no very satisfactory data, 
it is generally agreed that the quality of the animals, as 
measured by weight of animals for slaughter, milk pro- 
duction per cow, etc., fell off heavily during the war and 
has not recovered satisfactorily in the past two years. 
Here lies the greatest need of improvement. 

From some standpoints, the increase in numbers of 
live stock is not wholly gratifying. There is grave 
danger that stock-raising may be developed at the ex- 
pense of the vegetable food supply and continue in 
advance of the fodder supply. The removal of control 
from meat last October tends to stimulate feeding grain 
to cattle and to promote the production of meat in- 
stead of milk which is higher in food value. 

General agricultural situation. The general agricul- 
tural situation in Germany shows some signs of im- 
provement but is still distinctly unsatisfactory. Table 
14 shows the official statistics of area, production, and 
yield per hectare for the years 1913-20, with some in- 
complete figures for 1920. For the years 1918-20 the 
data are shown for the revised frontiers. Judging by 
these figures it is evident that for all crops the yield per 
hectare fell off heavily during the war. In 1919 acreage 
and yields were again reduced. In 1920, on the contrary, 
increases in acreage were generally in order and crops 
increased despite the fact that yields remained very low. 
The important crops of bread cereals and sugar beets 
remained smaller than the crops of 1918 but other 
crops were generally larger. 

The beet sugar "crop" from the recent harvest is 
estimated at 1,200,000 metric tons, 65 per cent larger 
than in 1919-20, but smaller than in any war year and 
less than half the crop of 1913-14. 1 

1 Supreme Economic Council, Monthly Bulletin of Statistics, vol. II, 
No. 4. 
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Table 14. — Area, Production, and Yield of Leading 

Crops in Germany, 1913-20, According to 

Official Figures 



Year 



Wheat Rye 



Barley 



Oats 



Potatoes 



Sugar 
beets 



Area (in thousands of hectares) 



I9I3- 
1918. 



New Frontiers: 
1918 

1919 

1920 



1974 
1507 

1366 
1299 



6414 

5773 

4743 
4404 

433° 



i6S4 
1399 

1213 
1 1 25 
1320 



4438 
334o 



3039 
2993 
3238 



34i2 
2771 



23^ 
2181 



402 

344 
301 



Production (in thousands of metric tons) 



I9I3- 
1918. 



New Frontiers: 
1918 

1919 

1920 



4656 


12222 


3673 


9714 


541 2 1 


2527 


8035 


2038 


4769 


29941 


2337 


6676 


1850 


438l 


24744 


2169 


6lOO 


1670 


4494 


21449 


2250 


4970 


1800 


4870 


28250 



9898 

861 1 

5818 

7960 



Yield (quintals per hectare) 



1913- 
1918. 



New Frontiers: 
1918 

1919 

1920 



23.6 
16.8 



17.1 

16.7 



i7-S 
i3-9 

14.1 
i3-9 
"•5 



22.2 
14.6 

i5-3 
14.8 
13.6 



21.9 
14-3 

14.4 
15.0 
15.0 



158.6 
108. 1 



10.69 
98.3 



29.7 

24.6 



25.0 
19-3 



The official figures must not be too heavily relied 
upon. Before the war no direct censuses were taken. 
Estimates were made by communal officers of areas 
under cultivation with each crop, and by selected local 
farmers of the average yield for each crop. Specialists 
in Germany agree that both area and yield figures were 
commonly overstated by five to ten per cent and the 
resultant crop figures by perhaps fifteen per cent. Since 
1916 the areas under cultivation have been reported by 
direct statement which are believed to understate the 
truth, while the farmers' estimates of yield per hectare 
are checked by special experts in each commune and 
generally are materially lowered. The net result is that 
whereas before the war crops may have been overstated 
by perhaps fifteen per cent, latterly they have been 
probably understated by at least five per cent on the 
average. No satisfactory corrections can be applied 
because the errors vary considerably in the different 
crops. When rough allowance is made for errors of this 
kind, the declines in acreage and yield become less note- 
worthy but remain considerable. 

The reduction in yield is due partly to the unsatis- 
factory fertilizer position. While the output of potash 
has been increased, the agricultural supply of nitrates 
and phosphates has materially decreased. The war 
cut off the imports of Chilean nitrates, and phosphates 
and superphosphates from America and French colo- 
nies, while ammonia, ammonium sulphate and synthetic 



nitrates were required for munitions; for agricultural 
uses only potash and calcium cyanimide were increased. 
The deficiency is being partly made good by the pro- 
duction of synthetic nitrates developed under the stress 
of war. The decline in phosphoric fertilizers continued 
in 1920, owing partly to rates of exchange, partly to the 
reduction of iron manufacture from phosphoric ore and 
to the loss of Alsace-Lorraine with its important by- 
product of "Thomas slag." 

The fertilizer problem is also partly one of prices. 
With cereal prices strictly limited, farmers find it un- 
profitable to buy heavily of potash even at prices re- 
stricted to such a figure that the producers complain 
that production is no longer profitable. Much less are 
they eager to buy phosphates selling at thirty times the 
pre-war figures while grain is only ten times higher. 

The labor problem has also been serious. The agri- 
cultural population has been reduced by war losses and 
the loss of immigrant labor so important to Germany's 
pre-war agriculture. Increases in the amount of labor 
by women and children only partly make up the de- 
ficiency. Complaint is made of a law of January 2, 1919, 
which limited the hours of labor for hired agricultural 
workmen, but the law seems sufficiently liberal to con- 
stitute no material hindrance to agricultural produc- 
tion. The government has taken various measures to 
insure the maintenance of the agricultural labor supply, 
including particularly restrictions upon employment of 
agricultural laborers in non-agricultural work, and 
measures for developing small holdings and breaking 
up large estates. 

Nevertheless, the agricultural outlook is not un- 
promising. The adjustment of prices during the past 
year, on the whole tending to raise prices of food rela- 
tive to prices in general, operates to encourage food 
production. 1 Germany's capacity for producing agri- 
cultural implements is ample, and with price readjust- 
ments in process the farmers should be able to replace 
their depreciated machinery and tools and even expand 
their farm equipment. The fertilizer position will be 
improved as French exports of Thomas slag become 
available and as financial arrangements can be made for 
import of phosphates and superphosphates; both of 
these developments are likely under the pressure of 
business interests abroad. Important war-time develop- 
ments in the utilization of fodders will not be forgotten. 
Thanks to the business depression, agriculture will not 
lack an adequate labor supply. Weatherwise, the winter 
and spring have been distinctly favorable to agricul- 
tural operations. March and April reports indicate a 
much more satisfactory acreage and crop outlook than 
obtained a year ago. 2 

Unquestionably the agricultural situation is made 
distinctly less favorable by the hostility of producers to 

1 See Table 6, p. 149, comparing April 1, 1920 and April 2, 1921. 

2 Economist, April 9, 23, 1921, pp. 731, 825. Reports of condition of 
winter crops in March 1921, were as follows: good, 57 per cent, fair, 34 per 
cent, bad, 9 per cent. The corresponding percentages in March 1920 were 
38, 34, and 28. Eighty per cent reported normal acreage in March 1921, 
as compared with 40 per cent the year before. 
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the various control measures and their constant en^ 
deavors to evade these measures by concealment, illicit 
trade, and legal but uneconomic measures such as feed- 
ing grain to cattle intended for slaughter. It is there- 
fore important to note the tendencies toward reduction 
of government controls (Zwangswirtschaft) in the form 
of rationing, price fixing, regulation of imports, etc. 
In March 1919 native eggs were freed from control; 
it is stated that eggs are now relatively more abundant 
than before the war. A number of fodder products 
were released June 26, 191 9; in spite of this, for lack 
of important imports, the shortage of fodder remains 
today one of the principal obstacles to increasing the 
meat and milk supply. In April 1920 control of oils 
and fats, fruit and vegetables, poultry and game was 
abandoned. In September potatoes were decontrolled 
and, on October 1, meats. These last two steps have 
been severely criticized. The decontrol of potatoes was 
followed by such sharp increases in prices that in Octo- 
ber the Prussian government resumed control. The 
decontrol of meats, with the resulting high prices, tends 
to encourage the feeding of cereals to animals for 
slaughter, instead of utilizing the cereals for human 
food or increasing the milk supply. Breadstuffs, dairy 
products, and sugar (as well as fertilizers, coal, and 
rentals) remain under strict control, but the govern- 
ment has recently raised the price of most of the food- 
stuffs and has generally refused to increase other prices. 

Strong pressure is being exerted to end the whole 
control system. Dr. Hermes, who continues as Food 
Minister, recently came out strongly against all gov- 
ernment control and promises measures leading to its 
end. 1 Thus far, however, the government has not con- 
sidered the time ripe to eliminate control of the products 
above mentioned. 

The food situation as a whole has improved consider- 
ably. Complaints of undernourishment have greatly 
diminished, and relief organizations have been reduc- 
ing the scope of their work. A return to the pre-war 
standards of food consumption is unlikely for some time 
to come; Germany will have a food problem as long as 
economic forces operate to make her imports costly. 
Yet the worst is clearly over, and progressive improve- 
ment may be confidently expected. 

VI. COAL, IRON, AND STEEL 

Coal. The German coal situation has been serious 
and remains difficult. It may not be easy for years to 
come. Nevertheless, its seriousness is frequently exag- 
gerated in comparisons with pre-war experience and in 
complaints designed to persuade the Allies to relinquish 
pressure for coal deliveries. Undoubtedly the coal 
shortage has been blamed for shut-downs and part- 
time work which were due largely to shortage of raw 

1 Latest reports from Germany indicate that " the last vestiges of contro 
are rapidly vanishing." Control and maximum pricing of butter, milk, and 
cheese ceased June i, and a government bill has been introduced partly liber- 
ating breadstuffs from control. Journal of Commerce, June 3, 1921. 



materials, unfavorable market conditions, and other 
factors. 2 

Prior to the war, as indicated by Table 15, Germany 
was a coal exporting country, although considerable 
British coal came by sea to supply North German 

Table 15. — Summary of German Coal Position, 
1913-18 * 

Thousands of metric tons 



Year 


Output 


Imports 


Exports 


Net 
Export 


German 
consumption 


IQI-2 


190,109 
161,385 
146,868 

159,170 
167,311 
160,508 


H,3 2 4 

6,956 

2,658 

1,403 

584 

143 


44,911 
33,960 
22,732 
20,946 
18,957 
14,050 


33,587 
27,004 
20,074 
19,543 
18,373 
13,907 


156,522 

134,381 
126,794 
139,627 
148,938 
146,601 


i9 J 4 •• 

iqic 


1016 


I9I7- 

1918 





* Thelwall and Kavanagh, p. 60. 

towns. Her production in 1913 was about 190 million 
tons, her net export t>2> millions, her consumption 156 
millions. In addition to this "pit coal," she produced 
in 1913 some 87 million tons of lignite or brown coal, 
which may be considered the equivalent of at least 20 
or 25 million tons of pit coal. During the war, pro- 
duction, imports, exports, and consumption of pit coal 
all fell off considerably, but the average consumption 
in 1915-18 was 90 per cent of the 1913 consumption. 
Moreover, this reduction was somewhat offset by the 
resort to lignite, the production of which was increased 
considerably. Modes of utilizing this fuel were im- 
proved and many industrial concerns adapted their 
plants to its use. 

Since 1918, territorial readjustments, the surrender 
of the merchant marine, and the forced abandonment 
of militarism have greatly altered the German coal 
requirements. Following are estimates of the con- 
sumption in 1913 in the territories now lost to Germany 
and of the consumption by her shipping and war indus- 
tries (in thousands of metric tons) : 3 

19 13 Consumption in ceded territories: 

Alsace-Lorraine 11,131 

Saar Basin 5,800 

Schleswig-Holstein \ 
Eupen-Malmedy / 

Poznania 2,598 

West Prussia (Polish), Danzig !>537 

Luxembourg 3,860 

Total 25,526 

1913 Consumption by navy, merchant marine, 

and war industries 3,000 

Total 28,526 

1913 Consumption in Upper Silesia 14,012 

Total if Upper Silesia is ceded 42,538 

2 See, for example, the German statements in the Annals of the American 
Academy . .., November, 1920, and the discussion in Thelwall and Kavanagh, 
pp. 14-19, 73, 76. 

3 Economic Review, April 1, 1921, p. 373. 
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Germany's coal producing capacity has also been 
diminished by territorial changes. She has lost Alsace- 
Lorraine, with a 1913 output of sf million tons, and also, 
for the present, the Saar Basin which produced i2i 
million tons in 1913. Since, however, the industries of 
these ,two regions required a consumption of 17 or 18 
million tons, their loss occasions no material net change 
in the ability of Germany to meet her coal requirements. 
Other ceded territories contain no coal and their loss 
means some reduction in coal requirements. Since these 
territories are predominantly agricultural, however, the 
reduction in coal requirements is not proportionate to 
the loss of the population. The disposition of Upper 
Silesia, which in 1913 produced 43! million tons, is not 
yet settled. The loss to Germany of any considerable 
part of its coal-producing area would reduce Germany's 
coal production without correspondingly reducing her 
requirements. On the other hand, if the whole of upper 
Silesia were assigned to Germany, the reduction in 
domestic requirements, computed on a 1913 basis, 
would leave the new Germany with a coal surplus for 
export some 10 or 11 million tons larger than before 
the war. To get a proper perspective it is necessary to 
make comparisons between identical regions. Table 16 
therefore shows Germany's pit coal output by leading 
districts 1913-20, distinguishing territories subsequently 
ceded, and Table 17 gives annual and monthly figures 
for the coal and lignite fields now in Germany's pos- 
session. 

In 1 91 9 the output of coal fell off heavily. For the 
coal fields remaining in German possession it amounted 
to 108 million tons, 62 per cent of the output of these 
fields in 1913. The lignite output was also considerably 
lower than in the preceding years, but amounted to 
108 per cent of the 1913 figures. Accepting the com- 
monest conversion ratio of 9 tons of lignite to 2 tons of 



pit coal, the total coal and lignite output as coal in 1919, 
exclusive of Alsace-Lorraine and the Saar Basin, was 
only two-thirds of the pre-war output of the same 
regions. This reduction was due to a complex of causes 
incident to the readjustment from war conditions, 
especially severe in a country which had suffered both 
defeat and revolution. In the latter half of 1919, how- 
ever, the production of both lignite and coal improved 
and since June 1920 another marked improvement has 
appeared. 1 For 1920 as a whole the output of coal has 
reached 76 per cent, of lignite 128 per cent, and of both 
counted in terms of coal, 81 per cent of the 1913 out- 
put of these regions. At the end of 1920 the coal out- 
put was 84 per cent, the lignite output 137 per cent, and 
the combined output 89 per cent of the corresponding 
figures for 1913. 

This improvement in output has taken place under 
the combined pressure from German industries and from 
the Allied governments and with the aid of improved 
internal conditions in Germany. It has, however, re- 
quired a considerable increase in the number of miners 
employed. In the Ruhr district alone there were 
391,000 men employed on the average in 1913, 395,000 
in November 1918, 471,000 at the end of 1919, and 
533,000 at the end of 1920. 1 

The increased output has been largely due to the 
increased number of laborers, regular employment of 
extra shifts, and comparative freedom from labor un- 
rest. On the other hand, the output per man is quite 
low compared with the pre-war records, owing to un- 
satisfactory food, housing, and hygienic conditions, 
lower average skill of miners because of war losses and 
recent recruiting of unskilled workmen, curtailment of 
working hours, and decline in miners' discipline. Meas- 

1 Economic Renew, March 4, 1921, citing A. Heinrichsbauer of Essen in 
Weltmrtschafts-Zeitung, February 18. 



Table 16. — German Pit Coal Output by Leading Districts, 1913-20* 

Thousands of metric tons 



Year 



Germany as Constituted in 1920 



Ruhr 



Upper Silesia 



Saxony 



Other t 



Total t 



Territories Subsequently Ceded 



Alsace- 
Lorraine f 



Total 



Grand total 



1913 
1917 
1918 
1919 
1920 

1913 
1917 
1918 
1919 
I92O 



114,487 

99-36S 
96,028 

71,163 
88,250 



43,435 
42,752 
39,648 

25,932 
31,686 



5,47o 
4,770 
4,609 

3,905 
4,056 



10,228 
7,522 
7,902 
6,691 

7,355 



173,620 

154,409 
148,187 
107,691 % 
i3i,347 



5,668 
3,388 
3,123 



12,223 

9,514 
9,216 

8,990 X 



17,891 
12,902 

12,339 
8,990 X 



191,511 
167,3" 
160,526 
116,681 
i3i,347 



Expressed as percentage of ipi 3 output 



100 


100 


100 


87 


98 


87 


84 


91 


84 


62 


60 


7i 


77 


73 


73 



IOO 

74 
77 
65 
72 



IOO 


IOO 


IOO 


IOO 


89 


60 


78 


72 


85 


55 


75 


69 


62 




74 


50 


76 









IOO 

87 
84 
61 

69 



* Based upon data in Economic Review, February 18, 1921, p. 254, citing 
Frankfurter Zeitung, February 1. The figures differ somewhat from those 
given by Bargrat Ernst Herbig, in the Annals, November, 1920, p. 66. 



f Figures computed from other data given. What is stated as Alsace- 
Lorraine output is obviously a total of the Saar and Alsace-Lorraine; it is 
here so treated. % Figure adjusted. 
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Table 17. — German Output oe Coal and Lignite in Ruhr, 

Silesian, Saxon, and Aix Districts (ceded 

Territories all Excluded) * 





Output in Thousand 


Percentage ( 


>* 1913 






Metric Tons 




OuTPOT 




Month 


Coal 


Lignite 


Total as 
coal t 


Coal 


Lignite 


Total as 
coal f 


1913 average .... 


14,383 


7,260 


15,996 


IOO 


IOO 


IOO 


1914 " 


12,331 


6,996 


13,908 


86 


96 


87 


1915 " 


H,340 


7,364 


12,976 


79 


IOI 


8l 


1916 " .... 


I2,28l 


7,86l 


14,028 


85 


108 


88 


1917 " .... 


12,822 


7,963 


14,602 


89 


no 


91 


1918 " .... 


12,301 


8,389 


I4,l65 


86 


116 


89 


1919 " ... 


8,974 


7,817 


IO,7II 


62 


108 


67 


1920 " .... 


10,952 


9,303 


I3,OI9 


76 


128 


81 


1919 January . . . 


8,832 






61 






February . . 


8,389 






58 






March 


9,299 


7,420 


10,948 


65 


102 


68 


April 


5,091 


7,450 


6,747 


35 


103 


42 


May 


8,772 


7,920 


10,532 


61 


109 


66 


June 


8,312 


7,120 


9,894 


58 


98 


62 


July 


9,918 


8,493 


11,805 


69 


117 


74 




8,840 


8,190 


10,660 


61 


"3 


67 


September . 


9,902 


8,34o 


",755 


69 


ii5 


74 


October. . . . 


10,358 


9,o47 


12,368 


72 


125 


77 


November . 


10,217 


7,97o 


11,988 


7i 


no 


75 


December. . 


10,458 


8,240 


12,289 


73 


114 


77 


1920 January . . . 


10,400 


8,700 


12,383 


72 


120 


77 


February . . 


io,i57 


8,426 


12,029 


7i 


116 


75 


March 


10,146 


7,902 


11,902 


7i 


109 


74 


April 


10,035 


8,900 


12,013 


7o 


123 


75 


May 


10,224 


8,705 


12,158 


7i 


120 


76 


June 


11,008 


9,572 


i3,i35 


77 


132 


82 


July 


",509 


9,235 


13,561 


80 


127 


85 


August .... 


10,788 


9,651 


i?,933 


75 


133 


81 


September . 


",55o 


10,103 


13,997 


80 


139 


88 


October .... 


11,870 


io,493 


14,202 


83 


144 


89 


November . 


11,814 


9,839 


14,000 


82 


136 


88 


December. . 


11,926 


10,010 


14,150 


83 


137 


89 


192 1 January 


12,009 


10,071 


14,247 


84 


137 


89 



* Supreme Economic Council, Monthly Bulletin of Statistics. 
t Converting lignite at 9 lignite to 2 coal. 

ures are in train to overcome these difficulties and 
already some improvement is discernible. 

By the terms of the Spa agreement in July 1920, Ger- 
many was required to deliver to the Allies two million 
tons of coal a month to be distributed in certain pro- 
portions. This represented a considerable concession 
from the figures stipulated in the Treaty, but a con- 
siderable advance over the deliveries which had been 
made up to that time. 1 By the end of 1920 the Repara- 
tions Commission calculated that the deficit under this 
agreement amounted to only 500,000 tons, and called 
upon Germany to supply this amount in two monthly 
installments in addition to the two million tons a month 
in January and February. These increased deliveries 
necessitated some reduction in exports to Holland, 
Switzerland, and other neutrals, which had been mount- 
ing previously. There is reason to believe, however, 
that increases in output were sufficient to supply the 
additions without greatly reducing the coal available 



for internal requirements. 2 It is of interest to note that 
in August and September 1920 the railroads, which 
for months had had very narrow reserves and occa- 
sionally found it necessary to discontinue traffic for 
lack of coal, received nearly 20 per cent more coal than 
the monthly average in 1913. The same was true of 
gas and electric works, whose supplies had previously 
been so small that some works were closed and in im- 
portant cities gas was supplied only five hours a day. 3 
Fortunately, perhaps, industrial requirements have 
been reduced by the business depression and domestic 
needs by the mild winter. 

Nevertheless the shortage has continued. Restric- 
tions upon distribution to industry have resulted in the 
striking anomaly of American coal purchased by firms 
with good export orders at $30 f.o.b. Rotterdam, ten 
times the pit head price of Westphalian coal. Some 
British gas coal also was imported late in 1920. 4 After 
repeated refusals, the Ministry of Industry has lately 
sanctioned a slight increase in the price of coal, which 
now sells for 255.3 marks a ton, 19 times the price of 
July 1914 (13! marks), and 9 times the price of Novem- 
ber 1918. 8 

The coal shortage and the corresponding high prices 
of coal are stimulating the use of electric power gener- 
ated by water and lignite, the production of native oils 
from shale and lignite, and the spread of gas engines 
and Diesel motors. 6 These developments, the increased 
output from German mines, and the reduced require- 
ments from France as her devastated mines are re- 
stored, promise gradually to relieve the German coal 
situation. With the recovery in general business, how- 
ever, the shortage is likely to be felt considerably for 
several years. 

Iron and Steel. While no very satisfactory statistics 
are available regarding iron and steel, a few facts may 
be stated on the authority of competent investigators. 7 

The iron and steel situation has been greatly altered 
by the loss of Lorraine, whose iron and coal properties 
have passed out of German hands; by the new status 
of the Saar Basin; and by the withdrawal of Luxem- 
bourg from the German Customs Union. Nearly 80 per 
cent of Germany's inland ore production came from 
Lorraine and Luxembourg. Iron and steel works in 
these three districts produced 40 per cent of her pig 
iron and 30 per cent of her steel. Nearly half of the 
steel syndicate's controlled output came from these 
regions. Their works were tied in with the whole sys- 
tem of cartels and communities of interest so character- 
istic of German industry. 

1 No satisfactory "agreed" figures of German coal deliveries appear to 
have been published. See, however, Economic Review, October 22, 1920, 
P- 532- 

2 Ibid., March 4, 1921, p. 288. 

3 Thelwall and Kavanagh, pp. 74-76. 

4 Economist, October 16, 1920, p. 590; November 6, 1920; January 1, 
22, i92i,pp. 13,123. 

6 Ibid., August 9, 1920, p. 830. For other coal prices, see ibid., July 31, 
1920, p. 186. 

6 Ibid., October 23, 1920, p. 627. 

7 See especially, C. J. Kavanagh, in Thelwall and Kavanagh, pp. 19-33, 
64-73- 
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Disorganization necessarily followed the severance of 
these ties. The old steel syndicate disappeared, to be 
succeeded in April 1920 by the semi-official Eisen- 
wirtschaftsbund. Fusions and other combinations have 
taken place on a large scale and the process of grouping 
is continuing. The tendency is for a thoroughgoing 
extension of the principle of vertical combination ex- 
tending from coal and ore mines to completely finished 
products of all grades "from ships to sealing wax." The 
outlook is for the new Germany to concentrate upon 
finished manufactures of iron and steel instead of bulk 
production as before the war. 

The transition stage appears to be largely over. Ore 
supplies from Spain and Sweden have been arriving in 
good quantity. Regular deliveries from the Lorraine 
and Luxembourg minette fields are taking place. The 
coal shortage has been a handicap, but it has been 
eased in two ways: scrap iron has been utilized on a 
large scale, hence coal requirements for smelting have 
been less; and lignite has been utilized extensively 
either directly in briquettes or through electricity pro- 
vided from large power stations erected during the war 
at the lignite quarries. Transport conditions have 
materially improved, and should be satisfactory now 
that the usual winter pressure on the railways is over 
and as spring rains swell the extremely low waters of 
the Rhine. Labor conditions are not unfavorable. Pro- 
ductive capacity per worker, lately diminished by the 
introduction of the eight-hour day, increased holidays, 
and the reduced morale of 1919, is on the increase. 
Wages, while much higher than in pre-war days, have 
increased much less than other costs. The Eisenwirt- 
schaftsbund has introduced a measure of stability into 
the price situation, and exercises considerable influence 
upon export policies and prices, although both exports 
and imports remain subject to a licensing system in 
which the government acts in agreement with repre- 
sentatives of the industry. 

Data for 1913-19 for Germany, exclusive of Alsace- 
Lorraine and Luxembourg, as summarized in the 
Monthly Bulletin of Statistics of the Supreme Economic 
Council, show that the output of pig iron and crude steel 
amounted in 1919 to about half the 1913 output and 
about two- thirds of the average for the war years 191 5- 
18. Monthly figures for 1919 show a slightly higher 
output of pig iron in the second half of the year, but 
no marked trend. Crude steel production, on the other 
hand, shows considerable improvement during the year 
1 91 9, and for the last two months of the year an out- 
put nearly as large as the average during the war. 

Monthly data for important iron and steel manu- 
factures have been reported by the German Steel As- 
sociation for the year ending June 1920, but no later. 
These show a decline for the period September 191 9 to 
January 1920, and a moderate recovery culminating 
in June 1920 at 102,500 tons as compared with 161,600 
tons in the September* preceding. 1 It is significant that 
the recovery was most marked in railroad material and 
least in semi-manufactured products. 



VII. TRANSPORT AND COMMUNICATION 

Railroads. The end of the war found the railways, 
and particularly their rolling stock, in very bad condi- 
tion in Germany as in other European countries. 
Maintenance had been skimped; all repairs and recon- 
struction unessential for military efficiency were neg- 
lected. Copper had been stripped from locomotive 
fireboxes. Unsatisfactory substitutes had been em- 
ployed in construction and repair. Lubricants had been 
short. A large part of the personnel was unskilled and 
inexperienced. 

Moreover, the transition from war to peace was espe- 
cially hard on the railways. The precipitate retreat of 
the German armies strained the transportation resources 
severely. Much railway material was abandoned in 
evacuated territories. Hasty repatriation of troops and 
prisoners-of-war, in the midst of revolutionary disturb- 
ances, caused excessive deterioration of rolling stock. 
Under the terms of the armistice 5000 locomotives, 
150,000 freight cars, and 5000 motor trucks were re- 
quired to be surrendered, as well as railroads and equip- 
ment in Alsace-Lorraine and on the west bank of the 
Rhine. 

Other difficulties were superadded. To allay labor 
unrest, the eight-hour day was introduced on the rail- 
ways; the number of holidays was increased; piece- 
work and bonuses were abolished. Many new employees 
were unskilled, inexperienced, and unsuited to the work. 
Decline in morale and public order led to extensive 
thefts from railroad shipments. The coal shortage 
affected the railroads with extreme severity; at the 
same time, transportation difficulties constituted a dis- 
tinct handicap upon coal production and distribution. 
Bad relations with the Poles and other neighboring 
peoples resulted in detention of German rolling stock 
abroad. The economic adjustments incident to terri- 
torial cessions necessitated transportation readjust- 
ments of no simple character. Materials were scarce. 
Transformation of war plants was a necessary prelimi- 
nary to improvement in repair capacity. 

During 1919, therefore, matters grew worse. 2 In the 
month of January 1920, 75,000 or 80,000 trucks and 
nearly 2,000 locomotives were in need of repair, a 
larger number than in some months previous. As com- 
pared with 19 per cent of the locomotives under repair 
in 1914, 44 per cent were under repair in 1920. 

In the course of 1920, however, a considerable im- 
provement took place. The labor morale distinctly 
improved, and the average of skill was considerably 
raised. Much was accomplished in the way of repair of 
rolling stock and improvement of roadway. The worst 
of the coal shortage passed, and railway coal reserves 
have been somewhat replenished. While no satisfactory 
statistics of physical condition are available, and it is 
too early to expect evidence of pre-war condition, it is 

1 Economic Review, March i8, 1921, p. 343. 

2 Ministerialrat von Volcker and Dr. Weirauch contribute two very 
gloomy articles to the Annals, November, 1920; see especially pp. 80-90. 
See also the two British reports of conditions at the end of 1919. 
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credibly reported that at present the German railways 
are as efficient as those of her western neighbors and far 
more efficient than the railways of Poland, Czecho- 
slovakia, and Austria. The current business depression 
seems likely to enable the railroads to catch up to the 
reduced requirements of post-war conditions and to lay 
up reserves for future activity. 

The financial position of the German railways, in con- 
trast to their physical condition, is undeniably bad. 
Like the telephone and telegraphic services, they have 
been rolling up high deficits. As shown in Table 18, 
the railways were run profitably until 191 8, when a 
rapid increase in expenses caused a deficit of 1,324 mil- 
lion marks. In 1919 expenses nearly doubled while 
revenues increased by only 45 per cent, hence a deficit 
of 4,366 million marks. The deficit for the fiscal year 
ended March 31, 1921 was recently estimated to 
amount to over 16 million marks, nearly 50 per cent 
of the total expenditure. This condition is by no means 
to be attributed to the unsatisfactory physical condi- 
tion or to inadequate traffic. In the main it is due to 
remediable causes. 



Table 18. — German Railway Revenues and Expenses, 

, * 



1913-19 • 
Millions of marks 



Year 



I9I3 
1914 

1915 
1916 
1917 
1918 
1919 



Revenue 


Expenses 


Surplus 


Deficit 


3.347 


2,345 


1,002 




2,372 








3,268 


2,338 


93° 




3,805 


2,724 


I,o8l 




4,435 


3,648 


787 




4,617 


5,941 




1,324 


6,674 


11,040 




4,366 



* Board of Trade Journal, August 26, 1920, p. 251, citing official figures 
recently published in Germany. 

Rates and fares have been adjusted upwards from 
time to time but have risen very much less than costs 
of operation and commodities in general. Recently they 
have been raised by an average of 65 per cent, although 
it is estimated that the traffic would bear an increase 
of 100 per cent. The number of employees has increased 
greatly without a corresponding increase in traffic. It 
is stated that 1,043,600 were employed in 1920, as com- 
pared with 740,500 in 1913, an increase of over 40 per 
cent, while the railway plant has been reduced owing 
to the lopping off of ceded territories. The increase in 
employees seems to be due partly to the adoption of 
an eight-hour day, but more largely to administrative 
weakness under the pressure for employment of de- 
mobilized soldiers. Even more important than the in- 
crease in wage costs has been the increase in costs of 
materials and supplies, which have been specially high 
during much of 1920. The decline of prices in general, 
and of raw materials in particular, which was char- 
acteristic of the latter part of 1920, considerably re- 
duces this element of the railway burden. Yet the 



deficit for 1921-22 is estimated at over n billion 
marks. 

It is important to note that the restrictions upon the 
advance of railway rates and fares are equivalent to 
subsidies to the industries which pay the low rates, just 
as restrictions upon the prices of foodstuffs at govern- 
ment expense constitute a subsidy to industry. Such 
policies largely account for the pronounced contrast 
between the finances of the government and the prog- 
ress of German industries. Industrial costs are kept 
low by actual or effective subsidies which rapidly in- 
crease the public debt and make impossible the balanc- 
ing of the national budget. 

Another consequence of the maintenance of low rates 
is that inland water transport, which was of great im- 
portance in Germany before the war, tends to be 
neglected for rail transport, because carriers by water, 
unable to draw on the public treasury, are forced to 
maintain a level of rates considerably higher than the 
railways charge. Even when inland navigation con- 
ditions are favorable — during the past winter unusu- 
ally low water has made them extremely unfavorable 
— quantities of river and canal tonnage are said to be 
laid up because shippers submit to delay rather than 
pay the much higher water transportation rates. Un- 
doubtedly much of the pressure upon the German rail- 
roads during 1920 is attributable to this cause rather 
than to inadequate rolling stock or the coal shortage. 
Thus increases in railway rates ample to remove the 
deficits are important in the interest of economical 
utilization of German transportation equipment. Thus 
far, however, the interests opposed to such thoroughgo- 
ing readjustment have been strong enough to prevent it. 

Shipping. The great bulk of the German merchant 
marine has been delivered or is in process of delivery 
to the Allied Powers under the terms of the Treaty of 
Peace. Germany's shipping companies have already 
set energetically to work to reestablish their operations 
and to reconstitute their fleets. 

Arrangements have been made by the Hamburg- 
American and North German Lloyd companies with 
American shipping companies, whereby the connections 
and facilities of the German companies may be util- 
ized with American-owned ships. These companies and 
others have chartered numerous vessels from neutrals 
and also from Allied owners. Regular lines have been 
reestablished on many of the routes of pre-war days. 
The government has agreed with the shipping com- 
panies regarding the compensation for war losses — 17 
billion marks — on the basis of values at the conclusion 
of peace. All of these funds are to be spent in the 
restoration of the fleet, at least 90 per cent to be con- 
structed in German shipyards. 

During the war eleven new shipbuilding companies 
were formed, most of them in 1918 in expectation of 
increased commercial activity and shipping require- 
ments at the close of the war. Companies previously 
in operation profited during the war and have increased 
their capital and plants. It is reliably estimated that 
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the German shipbuilding capacity was at least doubled 
during the war, and that without naval vessels to require 
construction and repair Germany should be able to 
build annually a million gross tons. Even if the Allies 
exact the 200,000 gross tons a year to which they are 
entitled under the Treaty of Peace, which is hardly 
probable, Germany might have at her disposal annu- 
ally some 800,000 tons. Her sea-going tonnage before 
the war amounted to a little over 5,000,000 gross tons. 
If Germany chooses so to direct her labor and capital, 
she should be able to reconstitute her pre-war tonnage 
in six or seven years without purchase of foreign ships. 

As a matter of fact, it seems probable that Germany 
will build a considerable amount of tonnage, for her- 
self and for foreigners, inasmuch as she has a plant 
already in working order and because of the difficulty 
of financing foreign purchases. In the present and 
prospective state of the market for ships, it is highly 
probable also that she will make important foreign 
purchases. There is every prospect of the early recon- 
stitution of her merchant marine. 

While some other countries are disposed to view the 
revival of Germany's mercantile marine with appre- 
hension or jealousy, it is clearly of great importance for 
Germany's economic recovery; and the early utilization 
of her shipping organization and skill with the ships of 
other flags will constitute an important element in Ger- 
many's income available for reparation payments or for 
internal development. 

VIII. FOREIGN TRADE AND ITS 
REGULATION 

It is not easy to follow the course of Germany's 
foreign trade since the armistice. Detailed figures for 
1919 have not been published, and only in 1921 have 
monthly returns become available for the first eight 
months of 1920. Moreover, the available figures are 
none too reliable, in part because of valuation difficul- 
ties, and more largely because of a considerable amount 
of illicit trade (Schleichhandel), especially through the 
occupied territory — "The Hole in the West." The 
imposition of export duties has undoubtedly stimulated 
export by "underground channels." 

Table 19. — German Merchandise Imports and Exports, 

Monthly, January 1919 to May 1920* 

Millions of marks 



Month 


Imports 


Exports 


Month 


Imports 


Exports 


1919 Jan. . . 


397 


161 


1919 Oct. . . 


5,179 


1,089 


Feb. . . 


408 


195 


Nov. . . 


4,446 


1,284 


Mar. . . 


440 


292 


Dec. . . 


5,178 


4,014 


April . . 


626 


270 








May . . 


1,468 


251 


1920 Jan. . . 


6,560 


3,219 


June . . 


2,688 


406 


Feb. .. 


5,932 


4,262 


July .. 


3,538 


570 


Mar. . . 


5,683 


4,2l6 


Aug. . . 


3>8i7 


735 


April . . 


4,768 


5,344 


Sept. . . 


4,191 


790 


May . . 


5,537 


6,647 


* Interna 


tional Fina 


ncial Con: 


erence, Proceeding 


s, iii, p. 3 


4- 



Table 19 gives the statistics of imports and exports 
monthly from January 1919 through May 1920, as 
presented by German delegates to the International 
Financial Conference. Bearing in mind that the im- 
ports are valued uniformly at 19 19 official rates, except 
that in the later months an important group of articles 
is valued on the higher 1920 basis, it is clear that the 
official figures show a rapid increase of imports during 
1919, and a moderate decline in imports in the first few 
months of 1920. The figures of exports, which are less 
easy to interpret because given at declared values, show 
an increase far too great to be accounted for merely by 
price changes. Official figures of volume of trade, in 
thousands of metric tons, are reported as follows for the 
first seven months of 1920: 



Month Imports Exports 

January 1,129 1,523 

February... 1,475 1,923 

March 1,357 1,826 

April 1,225 2,170 



Month 

May. 
June. 

July. 



Imports Exports 

1,485 2,896 

1,737 2,680 

1,740 2,204 



The figures show that export tonnage (owing largely 
to coal deliveries to the Entente) largely exceeds import 
tonnage and increased steadily until May. Allowing 
for the swelling of April and May figures by the im- 
pending export duties, the figures for June and July are 
impressively large even though smaller than the May 
figures. 

Collateral evidence of the course of foreign trade is 
given in statistics of shipping entrances and clearances 
with cargo. Comprehensive figures for the various 
German ports are not available. Statistics for Ham- 
burg, the leading port, shown in Table 20, indicate a 

Table .20. — Tonnage Entrances and Clearances (with 
Cargo) at the Port op Hamburg, 1913, 1918-20 * 

Tonnage figures in thousand gross tons 





Arrivals 


Departures 


Month 


No. 


Tonnage 


Percent- 
age of 
1013 


No. 


Tonnage 


Percent- 
age of 
1013 


1913 average 

1918 " 

1919 " 

1920 " 

1920 January . . . 
February . . 

March 

April 

May 

June 

July 

August .... 
September . 
October .... 
November . 
December. . 


1,256 

123 
186 
407 

341 
297 

3°5 
392 
440 

447 
436 
415 
398 

43° 
468 

-511 


1,182 

58 
129 
378 

247 
231 
261 
263 
328 
363 
431 
403 
407 

459 
53° 
644 


IOO 

5 
11 

32 

21 
19 
19 
22 

27 
3i 
37 
34 
34 
39 
44 
55 


1,386 

134 
226 
429 

364 

297 

332 
348 

397 

487 

5i6 

457 
441 

508 

476 

527 


1,203 

69 
121 
365 

269 
214 
247 
242 

295 
338 
453 
415 
359 
476 

498 

575 


IOO 

6 
10 
31 

22 
18 
21 
20 

25 

29 

38 

35 
3° 
39 
45 
49 



* Based on data of Hamburg Commercial Statistics Bureau, in Economic 
Review, January 28, 1921, p. 211. 
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marked recovery in 1920. For the year as a whole 
entrances and clearances were treble those of 1919 and 
nearly one-third of those of 1913. The improvement 
was substantially continuous during the year despite 
the business depression, and at the end of 1920 the 
entrances and clearances had reached half the 1913 
monthly average. The improvement has continued in 
1921. Figures for Bremen, as well as for Dutch ports 
of importance in German trade, tell a similar story. 1 

British statistics of trade with Germany, summarized 
in Table 21 by quarters from the British trade returns, 
reveal impressively the recovery of German exports in 
1920, as well as the expansion of imports through Great 

Table 21. — German Trade with the United Kingdom, 
Quarterly, 1919-21 

Thousands of pounds sterling 







Imports by Germany from U. K. 


Exports 


Quarter 


British 
produce 


Colonial and 
foreign 
produce 


Total 
imports 


from 

Germany 
to U.K. 


1913 average 

1919 ist. . . 
2nd . . 
3rd . . 
4th.. . 

1920 ist. . . 
3nd . . 
2rd . . 
4th. . . 




9,974 

3,424 
5,681 

5,59i 

4,690 
6,012 

4,59i 
6,421 


4,970 

392 
1,198 

2,544 
4,356 

6,432 
6,432 
6,067 
9,202 


14,944 

392 
4,622 

8,225 

9,947 

11,122 
13,696 
10,658 
15,623 


20,128 

no 
875 

4,123 

7,793 

8,75i 

10,479 



Britain. Even at the end of 1920, however, the volume 
of foreign trade remains far below the 1913 level when 
suitable allowance for price changes is made. French 
statistics of trade with Germany show somewhat the 
same picture even after eliminating coal deliveries on 
reparations account; American statistics tell much the 
same story. 2 The indications of German statistics are 
that German exports to European neutrals have in- 
creased in still larger proportions. 3 

The German delegation to the International Finan- 
cial Conference last October submitted some rough 
estimates of Germany's international balance of pay- 
ments. 4 They concluded that from August 1914 to 
August 1920 a balance of 83 billion paper marks of 
various issues had to be accounted for, owing to un- 
favorable trade balances, deliveries under the Peace 
Treaty, illicit trade, etc. They estimated that this was 
paid for by gold to the amount of 5 billions paper, secu- 
rities to the extent of 27 billions, paper marks to the 
extent of 20 billions, and bank and book credits to about 
31 billions. The adverse trade balance from May to 

1 Economist, January 29, 1921; Economic Review, May 6, 1921, p. 470. 

2 Commercial and Financial Chronicle, April 16, 1921. 

3 Economist, April 9, 1921, p. 730. 

4 Paper No. Ill (revised ed), pp. 53-57. 

5 See the article by Henry A. E. Chandler, Economist of the National 
Bank of Commerce, New York, in the Commerce Monthly, May, 1921. 

6 Economist, December 4, 1920, p. 987; Journal of Commerce, January 
26, 1921. 



August 1920 alone was estimated at 15 billions. Ger- 
many, unlike France, has not yet succeeded in attain- 
ing approximate equality between merchandise exports 
and imports, but the trend is in that direction. The 
extreme delay in pubUshing the trade statistics leaves 
room for the suspicion that figures for recent months 
will show a more considerable improvement than Ger- 
many wished to be evident to the world. 

Much has been said of German dumping and of the 
bonus to German exports constituted by low rates of 
German exchange. It is worth noting that the German 
authorities oppose sacrifice sales of German produce 
abroad, almost as strenuously as do foreign competitors. 
To prevent this, as we have observed, export controls 
and export duties have been imposed. Furthermore, 
the low rate of exchange constitutes a stimulus to ex- 
port only when it is so low that German domestic prices 
are, when converted at current rates, materially below 
prices abroad. 6 This is still true with many commodi- 
ties; but the condition brings into play forces tending 
to correct it, and these forces are at work. As long as 
Germany is under pressure to pay heavy interest 
charges or indemnity installments abroad, so long will 
there be a premium on exports; but the extent of this 
premium is frequently exaggerated. The existing 
"bonuses" to exports of most importance are probably 
those which make for abnormally low costs of produc- 
tion to individual producers — food subsidies, restricted 
rentals, low freight rates, low prices of coal, etc. 6 The 
restoration of order in the public finances, which is so 
imperative, will tend toward the elimination of these 
abnormalities; and wage readjustments in process will 
take care of others. Nevertheless, German competition 
in trade, of a severe character, must be expected within 
the next few years. From a general standpoint this 
should be welcomed; but unquestionably it behooves 
foreign producers to reckon seriously with the changes 
that war and peace have wrought, and to make fresh 
plans accordingly, as Germany herself is doing. While 
the bogey of universal ruin from such competition is 
only a figment of the imagination, important readjust- 
ments may be called for in particular industries abroad. 

Since the war Germany has continued and even 
strengthened, in certain respects, her regulation of 
imports and exports. The import policy is designed to 
restrict the entrance of unessential goods, and to stimu- 
late, control, and even finance the import of essential 
commodities such as cereals, fodder, and fertilizers. 
The tendency has been toward a gradual relaxation of 
the restrictions, but the best opinion is that the embargo 
on articles of luxury and other dispensable goods must 
be strictly enforced for years to come. The policy as 
to exports has been vacillating. The early view was 
that exportation should be unrestricted except of food- 
stuffs and essential raw materials. The "grand clear- 
ance sale" brought about by the abrupt decline of the 
mark in the fall and winter of 1919-20 led, however, to 
the adoption of a policy of export licenses, to be issued 
by an Imperial Commissioner advised by specially con- 
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stituted trade boards, and export taxes, levied with 
reference to foreign prices, transportation costs, and 
exchange rates, in such a way as to yield a revenue and 
prevent heavy sacrifice sales. These measures, adopted 
in December 1919, came into force on May 10, 1920, 
when the greatest need for them had passed. The taxes 
have yielded well; but the controls are severely con- 
demned by the business community as impossible to 
administer without serious friction and delay, and as a 
handicap on Germany's exporting power. Under pres- 
sure from this quarter, many export duties have been 
abolished, and the whole control system seems to be 
crumbling to pieces. 1 

IX. GENERAL INDUSTRIAL SITUATION 

The foregoing discussion of particular phases of Ger- 
man economic life may be supplemented by considera- 
tion of a few broader aspects — the supply of raw 
materials, the combination movement, the building sit- 
uation, the state of employment, and the labor situa- 
tion in general. 

Raw Materials. "The end of the war found Germany 
practically stripped bare of all raw materials except 
small army stocks." 2 During 1919 the situation im- 
proved slightly with the release of army supplies and 
the influx of imports, coupled with reduced industrial 
activity. In certain industries, notably cotton, wool, 
and leather, raw materials were furnished from abroad 
to be worked up on a commission basis (Veredlungsver- 
kehr). Yet at the close of the year 191 9 careful inves- 
tigators reported that "Germany is suffering from a 
complete lack of raw materials in almost all industries." 2 

In recent months this condition has been materially 
improved. 3 Although the industrial consumption in 
1920 was considerably larger than in 1919, imports of 
materials were such that the raw material shortage has 
been largely overcome. 4 In certain lines, such as cotton 
and copper, German concerns have suffered severe 
financial losses through declines in world prices. With 
respect to most commodities, on the contrary, Ger- 
many, like Italy and some other continental countries, 
has avoided loss and stood to gain by having small stocks 
while world prices of raw materials were falling; her 
industries have been able to replenish their supplies of 
materials at low world prices with exchange rates much 
less unfavorable than early in 1920. The business reac- 
tion of 1920-21 has had a levelling influence; it has hurt 
most those countries which had most to lose, and its 

1 Economic Survey . . . at the Close of the Year 1919, pp. 40-42; In- 
ternational Financial Conference, Proceedings, iii, pp. 31-33; German cor- 
respondence in the Economist, especially July 24, 31, August 14, September 
18, 25, October 23, November 27, December 4, 1920, April 9, 1921; and 
Board of Trade Journal, February 24, March 10, 17, 1921. 

2 Economic Survey . . . at the Close of the Year 1919, pp. 35, 37. 

3 Cf. Thelwall and Kavanagh, p. 8. 

4 Imports for the first seven months of 1920 were greater than for the 
whole of 1919. Economic Review, February n, 1921. 

6 Thelwall and Kavanagh, pp. 5, 6, 32, 34, 42; Economist, November 13, 
1920, p. 866; Economic Review, February 25, 1921, p. 277. 

6 Thelwall and Kavanagh, pp. 6, 7, 30; Economist, July 10, 1920, p. 62, 
November 13, 1920, p. 866. 7 Ibid., November 20, 1920, p. 907. 



injuries to countries economically weaker may prove to 
be more than offset by the gains. Germany, unlike 
England, was weak enough to lose little by it, and, 
unlike Austria, is strong enough to take advantage of 
the opportunities it affords. 

Combinations. The kartell movement, so character- 
istic of Germany before the war, has received fresh im- 
petus in the past two years. Every branch of industry 
has been affected. "The bulk of the iron, steel, and coal 
industry will be held by a few groups led by dominant 
personalities" — Stinnes, Klockner, Thyssen, Haniel, 
Stumm, Phoenix, Wolff, and Krupp. "The old power- 
ful chemical combine has been strengthened and pro- 
longed, shipping is really controlled by two companies 
only, the electric lamp industry, the motor car industry, 
the oil and fat industries have formed trusts of their 
own, the breweries are well on the way to coalesce com- 
pletely, etc. The great banks not only participate in 
the transactions connected with the creation of these 
syndicates, but are busy opening new branches and 
buying up provincial houses." B 

This new combination movement undoubtedly re- 
flects the extreme difficulties of the situation, and the 
discouragements and risks encountered by individual 
concerns, particularly the smaller ones. It must be re- 
garded, however, as a natural movement toward co- 
operation to reduce business risks, obtain assurance of 
supplies of fuel and materials, economize working cap- 
ital, strengthen employers in meeting labor demands, 
and present a united front in bargaining with foreign 
sellers and purchasers. It may easily be carried too far 
and result in too unwieldy organizations, in cut-throat 
competition between giant groups, and in costly eco- 
nomic losses and reorganizations. But the trend of the 
times, in all the great industrial nations, appears to be 
strongly in this same direction; and in such a period of 
stress as Germany is passing through, it may well prove 
that economic concentration under a few bold and vigor- 
ous leaders will be a source of national strength. 

Closely connected with the domestic combination 
movement has been the development of arrangements 
with foreign interests, partly the result of foreign invest- 
ments in Germany, partly with a view to facilitating 
import of raw materials and developing markets for the 
resulting products of German manufacture. Foreigners 
are given a direct interest in German industrial com- 
panies or in companies which German concerns organ- 
ize abroad. Notable instances of this have occurred in 
the oil and margarine industries with the Dutch; in 
electrical and textile industries and shipping with 
Americans; in the rubber industry with the British; 
and in ores with the French. 6 

The government attitude toward these developments 
has been generally favorable, although one warning note 
has been sounded. 7 In 1919, indeed, plans were made at 
the instance of Wissell and vOn Mollendorf for the es- 
tablishment of compulsory all-inclusive syndicates in 
every line of business, to undertake certain regulative 
functions. The governing body of each syndicate was to 
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be representative of producers, traders, consumers, and 
technical experts with equal representation of employers 
and employees. Thus in the coal industry there has 
been established a representative Central Coal Council 
(Reichskohknrat) of 50 members. In each important 
mining district the producers are formed into unions 
or syndicates, with miners' representation, to regulate 
production, consumption, and sale under the authority 
of the Central Council; and these syndicates are com- 
bined into a Central Coal Union (Reichskohlenverband) . 
Similar compulsory syndicates have been formed in the 
iron and steel, coal tar, and potash industries. Thus 
far, however, the initial syndicates have not yielded 
altogether satisfactory results and they are not being 
extended. 1 

Little progress has been made in the direction of 
socialization. A special commission sat for three months 
in 1918-19, but its majority and minority reports were 
alike rejected. A second commission of seven put for- 
ward two schemes, supported respectively by capitalists 
like Rathenau and Stinnes and by labor representatives 
like Werner. These have been referred to a new com- 
mission of fourteen. In view of the differences of opinion 
on the subject, there is likely to be considerably more 
experimentation before any general socialistic program 
is adopted. 2 

The Federal Economic Council (Reichswirtschaftsrat), 
a new organ under the Republican constitution, has 
done good work along non-political lines, and in some 
measure tends to supersede the Reichstag. 3 Its develop- 
ment in functions and influence will bear watching by 
all students of political and economic organization. 

Building situation. Building statistics reveal a 
marked recovery in 1920. Table 22 shows the number 
of houses and residences constructed in 35 large Ger- 
man towns in each quarter of 1920. The greater part 

Table 22. — Building Construction in Thirty-Five 
Large German Towns, 1920* 





Btjilt by Communes 


Built by Private Firms 




Houses 


Residences 


Houses 


Residences 


1st 


338 

645 

1,383 

1,940 


1,344 
1,882 
2,900 
3,924 


190 

239 
200 

239 


2,164 
1,968 
2,408 
2,201 


2nd 


ard 


4th 






Totals 


4,256 


10,050 


868 


8,741 



* Economic Review, April 29, 1921. 

of the construction is now being done by the munici- 
palities, which have multiplied the scope of their activity 
in this respect during the year; building by private 
firms did not materially increase. Despite the evident 
recovery, it must be remarked that the new residences 
were only one-third as numerous in 1920 as in 1913, a 
slack building year. The new building can do little 
more than provide for urgent needs; it is inadequate 
to make up war arrears. 



In this respect, indeed, Germany can hardly expect 
to fare better than other countries. It is notorious that 
building construction, the world over, is far in arrears, 
and that the building trades are not yet normally 
active. If the payment of reparations necessitates 
economizing in Germany, it may well be that her build- 
ing programs will remain considerably below their pre- 
war level. 

Rentals are still severely restricted. The maximum 
legal rental for housing accommodation is 30 per cent, 
and for factories, offices, warehouses, etc., 40 per cent 
above the pre-war rentals. 4 This limitation provides 
an adequate explanation of the continuance of the 
building shortage and the slight amount of construc- 
tion by private firms. It also points to a contributory 
cause of unemployment, for the building trades are 
especially slack. Here lies one reason of German eager- 
ness to be allowed to contribute labor and capital to 
direct reconstruction in northern France. 

Unemployment. In Germany, as elsewhere, satis- 
factory unemployment statistics are unobtainable. The 
data are incomplete; they are not reliably collected; 
they leave out of account part-time employment. 
Nevertheless, from several sets of figures which are 
regularly collected one may gather some notion of the 
trend of industrial activity and some idea of the extent 
of unemployment. 

Monthly percentages of trade union members re- 
ported unemployed B show that in 1913, 2.9 per cent of 
the membership was, on the average, reported unem- 
ployed, the percentage rising from 2.3 per cent in March 
and April to 4.8 per cent in December. The outbreak 
of war caused extreme unemployment. This was grad- 
ually reduced. Unemployment reached its minimum 
late in 1917 and in 1918, averaging only 0.8 per cent of 
the reporting union membership in the eighteen months 
preceding the armistice. Demobilization increased the 
percentages considerably, but by the end of 1919 the 
percentage reported unemployed had fallen to the 1913 
average. In 1920 the minimum was reached in March 
and April at 2 per cent, which is the more significant 
because the membership covered was 2§ times the pre- 
war figure. It will be recalled that this shortly followed 
the extreme depression of the mark and the period of 
maximum security prices. From this low point the 
unemployment percentage rose to a maximum of 6 
per cent in July, now following the decline in security 
prices and the improvement in the mark, with a lag of 
about six weeks. After June 1920, the percentage im- 
proved for some months but remained abnormally high. 
In recent months it has again increased. Recent per- 
centages are about as high as those in the winter of 
1913-14, but are tending upward. 

1 Economist, July 10, 1920, p. 52, December 25, 1920, p. 1130, January 
1, 1921, p. 13. 

2 Ibid., September 18, 1920, p. 437, January 1, 1921, p. 13. 

3 Thelwall and Kavanagh, p. 10; Economist, July 10, 1920, p. 52, Septem- 
ber 18, 1920, p. 437. 

4 Berlin correspondence of the Journal of Commerce, January 26, 1921. 
6 Swiss Bank Corporation, Financial and Commercial Review, 1920, and 

Supreme Economic Council, Monthly Bulletin of Statistics. 
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Returns from 1400 employment exchanges, showing 
the number of applicants registered for every 100 situa- 
tions offered, yield evidence substantially in accord 
with the foregoing. 1 

Official statistics of recipients of out-of-work dona- 
tions 2 reveal fluctuations similar to those shown by the 
other two sets of figures, but with the high and low 
points coming a few weeks later. According to these 
statistics throughout 1920 an average of 360,000 work- 
ing men and working women were receiving unemploy- 
ment donations and upwards of 300,000 more members 
of their families were also receiving partial public 
support. The actual numbers unemployed cannot be 
satisfactorily estimated, but these figures give evidence 
of a considerable volume of continuous unemployment. 
Complete figures would undoubtedly be larger. 

Other evidence indicates increasing unemployment. 
Thus the number of male applicants per 100 vacancies, 
on the "live registers" of 540 typical employment ex- 
changes, increased by 50 per cent between October 4 
and February 4. 3 In March 40 per cent of a group of 
typical industrial concerns, normally employing 1,600,- 
000 workers, reported insufficient work; the percentage 
had increased steadily since November. In the heavy 
metal industries 97 per cent of the workmen were em- 
ployed in March in concerns short of orders. 4 In Feb- 
ruary the unemployment situation was such that the 
Committee of the General Federation of Trade Unions 
demanded a long series of relief measures, including the 
taking in hand of public works and housing construc- 
tion on a large scale, reduction of working hours and 
redistribution of contracts with a view to spreading 
work around, and extension of unemployment relief. 5 

While the recent unemployment is abnormally large, 
it seems moderate when one considers the season, the 
general business depression, the readjustments still in 
process, and the special disturbing factors arising in the 
last stages of reaching an agreement upon the indem- 
nity. It appears to be considerably less than in Great 
Britain and the United States. 

General labor conditions. One of the worst features 
of the year after the armistice was the extremely low 
physical condition and morale of the working classes. 
Before the end of 1919, although the laboring classes 
were still "mentally too unsettled and physically too 
unfit" to return to pre-war industrious habits, an im- 
provement in the labor situation was visible. The more 
reasonable elements were tiring of strikes, violence, and 
political agitation, and with their rising influence the 

1 Labour Overseas, October-December, 1920, p. 28, and Labour Gazette 
(London) quoting Reichs-Arbeitsblatt. "These figures give a fair picture of 
the general situation, though they are not absolute, as they include persons 
who are employed but wish to change, they may also include one person 
more than once who has applied to several bureaux, on the other hand, they 
do not include many unemployed who seek posts through private offices, 
by advertisement, etc." The number of applicants in October-November 
1920 was between 425,000 and 450,000. Thelwall and Kavanagh, p. 49. 

2 Ibid., p. 62; Economic Review, February 18, April, 1, 1921. 

3 Labour Overseas, October-December, 1920, p. 29. 



more moderate union leaders gradually resumed con- 
trol. Piece work was resumed in important iron and 
steel works and the leading shipyards. 6 The improve- 
ment in physical and mental condition and in morale 
has continued in 1920. Strikes have been numerous, 7 
as must be expected in a period of rapidly rising costs 
of living. Labor efficiency is by no means as high as 
before the war. Yet in October 1920 Herr Bergmann, 
at the International Financial Conference at Brussels, 
could conclude a gloomy survey of Germany's fiscal 
position by saying: 8 

But in spite of the present difficult situation, we do not con- 
sider the financial prospects of Germany as desperate. Anyone 
examining without prejudice the state of affairs prevailing in 
Germany will notice that, nevertheless, people there are grad- 
ually finding the way back to order and that fortunately willing- 
ness to work is reviving nearly everywhere. 

German writers stress the "marked increase in the desire 
to work among all classes of the people." Business 
visitors to Germany return impressed by the return of 
orderliness, the spirit of work, the cultivation of the 
soil "right up to the railroad tracks," the paint on her 
buildings, and the smoke of her factory chimneys. De- 
spite adverse conditions, labor appears to be more or 
less contented, and to have made up its mind to accept 
frankly the difficult conditions which Germany faces 
in the next few years. In spite of the prevalent unem- 
ployment there appears to be less labor unrest than in 
England. 9 This constitutes unquestionably one of the 
most promising features of the German economic 
situation. 

Note. Detailed figures of Germany's revenues for the 
year ending March 31, 192 1 became available (Economic 
Review, June 3, 1921, pp. 58, 59) after this article was in 
type. The total collections were 46 billion marks, over 
4i times the revenues of the preceding fiscal year, and 8 
billions in excess of estimates. The increase over fore- 
casts was general. Direct taxes yielded 20 billions as 
compared with an estimate of 18; this was due entirely 
to the acceleration of the Emergency Levy, for other 
direct taxes fell below estimates. Special war taxes 
exceeded estimates owing to the collection of arrears in 
1918 and 1919 taxes, for only two-thirds of the 1920 
taxes were collected. Export taxes yielded double the 
estimates. Import duties, however, fell below expecta- 
tions. All other indirect and consumption taxes, save 
the sugar tax, even including the turnover tax, yielded 
an excess over estimates. 

4 Economist, April 23, 1921, p. 825. 

6 Korrespondenzblatt, March 5, 1921; translated in Economic Review, 
March 25; reply in ibid., May 3, 1921. 

6 Report on Industrial Conditions . . . 1919, pp. 16, 18, 22; Economic 
Survey . . . at the Close of the Year 191 9, p. 45. 

7 Labor Overseas, October-December, 1920, pp. 85-87; Economic Review, 
May 6, 1921, p. 468. 8 Proceedings, iii, p. 24. 

9 Thelwall and Kavanagh, pp. 8, 30; Economist, November 13, 20, 1920, 
pp. 866, 906; C. J. Housman, in Commercial and Financial Chronicle, April 
9, 1921. 



